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The Banker in His Public 
Relations 


BSERVERS of current tenden- 
() cies in American national life are 
of the opinion that there are 

some things in need of very thoughtful 
attention on the part of all who wish 
to see our institutions developed in a 
way to assure “the greatest good to 
the greatest number,” according to the 
Bentham formula. In comparing the 
present position of the United States 
with that of other countries, it will 
be apparent that, from the material 
side at least, we have already much 
to be thankful for in this respect, for 
the average well-being here is high, 
perhaps higher than in any other 
country in the world. Therefore, to 
point out that we have many attainable 
things yet to be desired is not to be- 
little our present situation nor to in- 
dulge in mere fault-finding. But com- 
placency, on the part of individuals 
or nations, has its serious dangers. As 
a matter of fact, our Cassandras are 
far outnumbered by flamboyant orators 
and writers of the Fourth-of-July type. 
The true lover of his country does 
not find fault with its institutions with- 
out a cause, nor does he remain silent 
for fear of giving offense in the face 
of abuses capable of being corrected. 
Probably in this country we have 
been too ready to assume that wide- 
spread material prosperity constitutes, 
if not the one and only object of our 
civilization, the principal thing to be 
Sought and gained. This, it may be 
Pointed out, reverses the scriptural in- 
junction to seek first the Kingdom of 
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God and righteousness, in the belief 
that these other things will follow. One 
need not indulge in sermonizing to say 
that by reversing this order, if we have 
done so, the result has been somewhat 
disappointing. American citizens are, 
as a rule, well housed, well clothed and 
well fed, and this must be a cause of 
rejoicing to all right-thinking people. 
It constitutes the aim of our industry, 
commerce and banking. It is a legiti- 
mate source of satisfaction that here 
in America we have developed almost 
a superlative degree of efficiency in 
the multiplication and distribution of 
wealth. It would be foolish to criti- 
cize this development either expressly 
or by implication. The only question 
is as to whether or not in so intensely 
concentrating our attention and energy 
upon the creation and distribution of 
wealth we have not to some degree 
lost sight of the weightier matters, and 
whether the time is not now at hand 
when they must receive that practical 
consideration which their importance 
deserves. 

Specific instances of tendencies now 
existing and whose serious character 
is generally recognized are not far to 
seek. First, there is the so-called 
“crime wave.” Whether this term is 
in itself correct or not, no doubt what- 
ever exists as to the prevalence of the 
condition it is intended to describe. 
Banditry is exhibited almost every day, 
in the streets of practically all our 
leading cities, to an extent that puts 
the James boys, Dick Turpin, Jack 
Sheppard and other old-time heroes 
of the road in the ranks of bungling 
But it is not alone these 
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amateurs. 
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more spectacular manifestations of 
crime that are disquieting to the 
thoughtful citizen. One of our most 
sacred documents, at least in theory, 
is the Constitution of the United States. 
And yet a law, enacted in pursuance 
of one of its most recent amendments, 
is being openly flouted without rais- 
ing any serious protest, and its viola- 
tion is widely regarded as a huge joke. 
True enough, the newspapers are offer- 
ing prizes to orators, not over nineteen 
years of age, for the best orations on 
the Constitution of the United States, 
failing to perceive that what is really 
needed is not jejune orations on the 
Constitution, but its strict observance 
on the part of those of voting age, who 
are responsible for the amendment of 
the document and of the laws enacted 
in pursuance thereof. 

The reign of lawlessness may be 
due, to some extent, to the existence 
of too many laws, hastily passed in 
advance of the development of a public 
opinion that would sustain them, but 
obviously much of the disregard of 
law is of an entirely different sort. 
In whichever of these categories mani- 
festations of lawlessness abound, there 
is a remedy, which should be diligently 
sought for and rigorously applied. 

Aside from this major ground of 
complaint there are others that cannot 
be ignored. They relate to such real 
tendencies as the declining state of our 
literature, drama, politics and morals. 
Modernity may laugh at some or all 
of these indictments as mere manifesta- 
tions of the mid-Victorian mind; but 
making proper allowance for this fac- 
tor, the crop of deadly fruit being 
harvested from these tendencies for- 
bids us thus lightly to waive them aside. 

One does not have to be a pessi- 
mist to admit that there are a number 
of deplorable and dangerous tendencies 
in American life the remedying of 
which, to the extent possible, should 
be the perpetual concern of every good 
citizen. 

The demand for adequate leader- 
ship is insistent, but evidence is lack- 


ing that the times and the soil are 
favorable to the development of moral 
and: spiritual leadership. Grapes are 
not gathered from thorns nor figs from 
thistles. From a citizenship morally 
and mentally alert will come the in- 
spiration for such leadership as may 
be essential to lead the American peo- 
ple to higher ground. 

In the work of arousing our people 
to a stricter realization of their duties 
as citizens the bankers of the United 
States have an opportunity of per- 
forming a most useful service. No 
doubt the banker, by his calling and 
in the exercise of his ordinary duties, 
already bears a fair share of this re- 
sponsibility. His first concern, quite 
properly, should be so to conduct his 
own business that no reproach shall 
attach to it, and in the majority of 
cases this he is now doing. Very 
likely the banker, in his private capa- 
city of citizen, exercises the leader- 
ship which his position naturally gives 
him, and thus exerts great influence 
upon the affairs of the community in 
which he lives. But may not the 
bankers of the country when they meet 
in their state conventions or in the an- 
nual convention of the American Bank- 
ers Association devote a part of the 
time and attention now given to tech- 
nical banking problems and economic 
subjects to a consideration of the duties 
of citizenship? 

Unless what has been said is predi- 
cated upon mistaken grounds—of which 
there appears too much evidence to the 
contrary—the time is now at hand when 
the bankers of the country may render 
a great service by helping to develop 
American citizenship and character. 


& 


America’s Qualified Entrance 
Into the World Court 


I EAR explains the restrictions im- 


posed by the Senate on our en- 
trance into the Permanent Court 
of International Justice. These re- 
strictions emphasize the fact that we 
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do not trust Europe any more than 
the component nations of Europe trust 
one another. In a recent speech of 
Stanley Baldwin, the English Prime 
Minister, high praise was bestowed 
upon the Locarno Pact as marking a 
new era in European relations. In the 
same speech Mr. Baldwin went on to 
enumerate the steps taken by England 
to strengthen the naval and air de- 
fences! 

But our halting entrance into the 
World Court and the Locarno Pact 
both represent substantial progress to- 
ward peace. If they do not represent 
all that could be wished, they prob- 
ably go as far as could be expected 
so soon after the ending of the great 
world tragedy with the fears which it 
engendered. We can accept the mod- 
erate gain these devices represent with- 
out jumping to the conclusion that they 
are to be taken as positive indications 
of the dawn of perpetual peace. Our 
entrance into the World Court would 
not have been hedged about by restric- 
tions but for the fact that fears are 
entertained of the designs of other na- 
tions upon the territory or trade of the 
United States. The Locarno Pact 
would have been unnecessary but for the 
susnicions and fears ofthe nations en- 
tering into it. 

By resorting to the World Court 
only after special treaty in each case, 
this country has shown that it is not 
willing to submit its affairs to the ju- 
dicial scrutiny of other nations except 
in those cases where it has satisfac- 
tory reasons for doing so. Conceiv- 
ably, in the light of experience the 
scope of cases thus submitted may be 
largely extended. 


& 


Protecting the Inexperienced 
Investor 


PEAKING a short time ago in 

New York, Mortimer L. Schiff 

had the following to say regard- 
ing legislative attempts to protect the 
inexperienced investor: 


“There is a tendency, laudable in its 
purpose, but, in my opinion, ineffective 
in its results, to prevent by legislation 
dealings in securities. The most popu- 
lar method for this appears to be the 
so-called blue sky laws, through which 
it is hoped to protect the ignorant and 
inexperienced. May I suggest that 
legislation on this subject is very likely 
to fail in its purpose and, while re- 
stricting and interfering with legiti- 
mate business, prove ineffective to pre- 
vent the exploitation of the ignorant 
by unscrupulous promoters.” 


Mr. Schiff went on to express further 
doubts as to the efficacy of regulatory 
legislation of this character, but said 
that if there is to be legislation it 
ought to be national in scope. 

Probably there was enough law in 
existence long before any of the “blue- 
sky” acts were passed to afford ade- 
quate protection to any investor who 
had been substantially wronged. The 
statute of frauds, or the common law, 
could have been invoked as a remedy. 
But what the inexperienced investor 
seems to want is something that will 
relieve him of the exercise of ordinary 
prudence and diligence in upholding his 
own interests. He is like the fond 
mother who would have all the briars 
removed from this workaday world be- 
fore her tender offspring is sent out 
to battle with it. 

With the close business intercom- 
munication between the states, the de- 
sirability of having national, or at 
least uniform, legislation on this sub- 
ject, as suggested by Mr. Schiff, is 
obvious. The difficulty of complying 
with the intricate laws of forty-eight 
states is apparent. 

A simple, uniform law regulating the 
offering of securities for sale to the 
public might be of greater benefit to 
the public and the investor than the 
numerous complex laws now in exist- 
ence. Perhaps, out of the experience 
of the various states, such a measure 
may be ultimately evolved. 
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America As a Financial 
Guarantor of Europe 


HE settlement of debts due this 

country from various countries in 

Europe seems in most cases to be 
dependent upon the ability of the 
debtor countries to borrow from the 
United States. It is probably not say- 
ing too much to assert that the reopen- 
ing of the American fountain of credit 
is one of the strong incentives to debt 
adjustment. At least, the ink hardly 
dries on the debt-adjustment documents 
until the debtor country applies for an 
American loan. Probably assurances 
have been given in advance that such 
application would be looked on with 
favor once there was an agreement for 
settling outstanding debts. 

From the nations seeking to borrow 
immediately after settling their debt to 
this country, Great Britain must be ex- 
cepted. The credit arranged for with 
the Federal Reserve Bank of New 
York, for supporting exchange on the 
restoration of the gold standard, was 
arranged long subsequent to the debt 
settlement and formed no part of that 
agreement. As a matter of fact, no use 
has thus far been made of the credit in 
question. 

Whispers are circulating ‘round that 
the United States may yet have to be- 
come the virtual guarantor for a con- 
siderable part of Germany’s obligat‘ons 
under the reparations agreement, by 
taking over, at least indirectly, a large 
block of German railway bonds. 

The plan to have the United States 
hold the bag in the reparations settle- 
ment is by no means a new one. It was 
privately suggested in financial circles 
several years ago, but was coldly re- 
ceived. More favorable consideration 
might be given to it now, as there has 
been a partial economic recovery in 
Europe since the scheme was first 
broached. 

Should this country be much further 
financially committed in Europe, and 
especially in the manner indicated, it 
would become the financial guarantor of 
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that part of the world to a considerable 
extent. In such an event our political 
aloofness from Europe would be harder 
than ever to maintain. 


& 


Large Banking Loans to 
Brokers 


IGURES recently made public 
Fk show to what a large extent the 
banks of New York are com- 
mitted to brokerage loans. From these 
figures it appears that the amount that 
brokerage firms affiliated with the New 
York Stock Exchange had borrowed 
from banks, trust companies and other 
banking agencies in New York on Jan- 
uary 30 was $3,513,174,154. This sum 
includes $2,516,960,500 on demand 
loans and $996,213,555 on time loans. 
It is pointed out by the president of 
the New York Stock Exchange that 
these brokers’ loans are less than 6 per 
cent. of the total value of the securities 
listed. 

Although these loans bear but a 
small proportion to the aggregate of 
listed securities, they are large and 
on the increase. This is a natural 
consequence of the growth of corporate 
business. On January 1, 1919, there 
were 612 stock issues listed on the New 
York Stock Exchange, compared with 
1045 on January 1, 1926. 

The figures of brokerage loans given 
above include only those of firms that 
are members of the New York Stock 
Exchange. It is estimated that if non- 
members were included the aggregate 
of such loans “for purposes of specu- 
lation and investment” might run up 
as high as $5,000,000,000. No doubt 
these figures will be criticized by those 
who believe that too large amounts of 
banking funds are being employed in 
this kind of financing. But such criti- 
cism will have to take into considera- 
tion the multiplication of corporate se- 
curities, the fact of New York’s great 
importance as a financial center, and 
also the ultimate use of the loans made 
for the supposed purposes of “specula- 
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tion and investment.” No inconsider- 
able part of “speculation” reflects it- 
self in an energizing influence on busi- 
ness, while “investment” has become a 
rather broad term. That legitimate 
investments in securities have a most 
important relation to practically all 
forms of business enterprise, including 
that of agriculture, is obvious. 


& 
The Farmer’s Plight 
ene reports are in 


circulation respecting the con- 

dition of the American farmer. 
Some of the reports make it appear 
that this very necessary individual in 
our economic organization is about on 
his last legs; or, changing the anatomi- 
cal metaphor, that his backbone is 
broken. The strange thing about it 
is that, thus hampered, the American 
farmer continues to produce so large 
a volume of the things needed for hu- 
man sustenance. As has been previ- 
ously set forth in these pages, despite 
the relative or actual decline in the 
number of those engaged in agriculture, 
the volume of production is well sus- 
tained—better farming, the use of fer- 
tilizers and improved machinery, ac- 
counting for this. As the country 
turned to manufacturing, it was to be 
expected that the proportion of in- 
come received by the farmers in rela- 
tion to the entire national income would 
show a falling off; nor is the fact that 
there has been an actual diminution in 
the number of those engaged in farming 
of a surprising character. But this 
turning of a large part of the popula- 
tion from farming to manufacturing 
has tended strongly to increase the do- 
mestic market for farm products, and 
but for this fact the present condition 
of the American farmer might be much 
worse than it is. 

A great deal of the commiseration 
over the farmer’s lot arises from po- 
litical sources, and is therefore to be 
heavily discounted. If a survey of 
agricultural conditions is to have any 


real value, it should be thorough and 
impartial. Unfortunately, the ten- 
dency is to have recourse to legisla- 
tion, some of it of a very doubtful 
character, as a means of helping the 
farmer. It may be that what our farm- 
ing lacks is the application to it of 
those principles upon which general 
business relies for success. In this 
direction the services of the banker may 
be found helpful. 


& 
Looking for a Political Issue 


VIDENCE of the bankruptcy of 
the political parties appears 
from the search for an issue to 

be used in the Congressional campaign 
this fall. Presumably the Republi- 
cans, being in power, will point with 
pride to their economy program and 
to their acceptance of the World Court. 
This is rather slender political capital, 
although to have effected a substantial 
reduction in taxation is an achievement 
of no small benefit to the country. No 
doubt, in providing for our guarded en- 
trance into the World Court, a step 
has been taken in the direction of mem- 
bership in the League of Nations. As 
the Democrats have rather favored the 
League, they can hardly complain at 
this step. All they can say is that it 
has not gone far enough. 

Prohibition is not looked on with 
much favor as a political issue by 
either party. A candid consideration 
of the situation leads to the conclusion 
that something ought to be done about 
prohibition. The law should either he 
modified or a more determined effort 
made to observe and enforce it. But 
both parties have lacked the moral 
courage heretofore to take a decided 
stand either on one side or the other. 
There are many “wets” and“drys” in 
both parties. 

Had the Democrats any man in their 
ranks of the courage and force of 
Grover Cleveland, they might make a 
successful appeal to the country on the 
tariff issue. For there is evidence that 
the farmers are dissatisfied with the 
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present tariff, and there is a consider- 
able volume of opinion among inde- 
pendent voters to the effect that, in 
view of the changed economic position 
of the United States, a downward re- 
vision of the tariff is desirable. 
Should the proposal to recharter the 
Federal Reserve Banks be brought into 
the campaign, either in 1926 or 1928, 


THE BANKERS MAGAZINE 


it would give the public an opportunity 
to gain a more intimate knowledge of 
the principles of banking. As the Fed- 
eral Reserve Act was passed during a 
Democratic Administration, that party 
must inevitably become the advocate 
of a renewal of the bank charters. But 
it by no means follows that the Re- 
publicans will oppose the renewal. 


WW 


The Farm Surplus Problem 


Extracts from an address by Benjamin M. Anderson, Jr., Ph. D. Economist of the Chase 
National Bank of the City of New York before the Chamber of Commerce of Kansas City, Kansas 


City, Missouri, February 24, 1926. 


PEAKING before the Chamber of 

Commerce of Kansas City recently 
on the farm surplus problem, Dr. B. M. 
Anderson, Jr., economist of the Chase 
National Bank of New York, criticised 
the Dickinson Bill now pending before 
Congress. This bill, he said, proposes 
to use an indeterminate amount of 
money to be forcibly collected from in- 
dividual farmers for the purpose of 
buying up the exportable surplus of 
various agricultural products with a 
view to forcing up domestic prices of 
these agricultural products. The sur- 
pluses thus bought up are to be sold 
abroad at whatever they will bring, are 
to be prevented from returning to the 
domestic markets by the tariffs on 
agricultural products, and the losses 
from buying the surpluses at domestic 
prices and selling at foreign prices are 
to be absorbed by the funds collected 
from the farmers. He characterized 
this measure as merely a modified form 
of the McNary-Haugen Bill which was 
defeated in 1924. “The details of the 
MeNary-Haugen Bill had been riddled 
by expert criticism, and the Dickinson 
Bill, therefore, omits most of them 
without supplying others.” Where the 
MeNary-Haugen Bill proposed that the 
Government should put up $200,000.- 
000 of public money, the Dickinson Bill 
leaves the farmers to supply all of the 
money for the vast merchandising 
operations. He said that the bill is 


merely an artificial scheme designed to 
offset the handicaps which the farmers 
now suffer under the protective tariffs. 
Tariffs can have no effect on the prices 
of commodities where an export sur- 
plus exists. The existing tariff system 
injures the farmer in two ways: (a) 
by raising the prices of the things that 
he buys; and (b) by limiting the ability 
of foreign countries to obtain the dol- 
lars they need to buy American agricul- 
tural products through selling goods in 
American markets. The natural way to 
get exports out is by receiving imports 
to pay for them. 

The administrative features of the 
Dickinson Bill Dr. Anderson declared 
to be quite unworkable. He contrasted 
the scheme of the bill with the measures 
made use of by Brazil in connection 
with coffee and by British Malaya and 
Ceylon in connection with rubber. The 
Dickinson Bill would make American 
consumers pay more and foreign con- 
sumers pay less for American agricul- 
tural products. It would, moreover, 
lead to an increased export surplus. 
Brazil and British Malaya and Ceylon 
on the other hand, have sought to raise 
prices in the world markets outside the 
sources of supply by restricting exports, 
and they have sought to receive from 
the general world market not smaller 
sums of money, but larger sums of 
money. 








What the Banker Wants to Know About 
the Textile Industry 


The Present Situation in New England Textiles. 


Factors Which 


the Banker Must Consider in Dealing With Textile Mills 


By W. Irving Bullard 


Vice-president Merchants National Bank, Boston, Mass. 





TS author of this article, in addition 
to the wide prominence which he has 
attained in banking circles, has long been 
recognized as an authority on textiles. 
He has a thorough practical knowledge 
of the industry, based on years of ex- 
perience in dealing with it in all its 
varied phases. The changes which the 
New England cotton manufacturing in- 
dustry has undergone in recent years, 
and the important place which this in- 
dustry occupies in our business structure, 
make Mr. Bullard’s article of particularly 
timely interest to bankers—THE EDITOR. 











ERHAPS the most common mis- 
take which is made in discussions 
of current conditions and pros- 

pects in the New England cotton man- 
ufacturing industry is to consider that 
industry as a whole. Those who have 
come in close contact with it realize 
that the industry includes many classes 
of mills differing from each other as to 
types of goods manufactured, selling 
methods, age and condition of buildings 
and equipment, and quality of manage- 
ment. These factors are of great im- 
portance in determining the present 
position and outlook of individual com- 
panies, and the banker above all others 
must take them into consideration in 
dealing with textile mills. 

The mills which have been in the least 
favorable position are those running on 
standard descriptions of yarns and 
cloths which are sold in such ways that 
the identity of the mill making the 
goods is not known to the ultimate con- 
sumer. This class of mills includes 
those running on staple coarse and 
medium carded yarns and on staple 
plain, unbranded cloths. As most of 
such yarns and cloths are now made in 
the South, southern manufacturing costs 


determine price levels on them, and this 
means that northern mills with their 
higher costs find it very difficult to 
break even in normal times. 


Premium Carried by High Quality 
Trade Mark Goods 


The mills which have been more fa- 
vorably situated are those running on 
cloths of a style character of particular- 


W. IRVING BULLARD 
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ly high quality and on goods sold under 
trade marks so that the identity of the 
mills making them is known to con- 
sumers. Goods of particularly high 
quality naturally carry a premium be- 
cause of such characteristics. When a 
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manufacturer develops a_ reputation 
among consumers for making merchan- 
dise of dependable quality, he is able to 
capitalize that reputation by securing 
a better price than competitors who are 
not known. The bulk of styled, high 
quality goods sold under trade marks is 
still made in New England, and for 
this reason, too, New England does not 
feel southern competition as much as on 
staple plain, unbranded goods. 

In recent years the New England 
cotton manufacturing industry has un- 
dergone something of a revolution in 
adjusting itself to these conditions. 
Years ago Fall River made 75 per cent. 
to 80 per cent. of the print cloths woven 
in this country. Today it probably 
does not make more than 5 per cent. or 
10 per cent. Most of the so-called print 
cloth mills of that city are today run- 
ning on odd constructions for special- 
ized uses on which competition is not 
quite so keen as on standard cloths. 
New Bedford mills which used to run 
almost entirely on plain fine lawns, or- 
gandies, and batistes are now making 
thousands of styles of all-cotton and 
cotton-and-rayon fancy fabrics. 


Getting Closer to the Ultimate 
Consumer 


Slowly perhaps but steadily, many 
mills have found ways of getting closer 
to ultimate consumers and are building 
reputations with the general public for 
making high quality, attractively styled 
goods. Having adopted trade marks, 
they have engaged in national advertis- 
ing campaigns and put on store window 
displays in leading cities throughout the 
country. To some extent, where de- 
sirable, they have engaged in cutting 
up their-piece goods and have begun to 
sell their product in the form of bed 
spreads, made-up sheets, or other man- 
ufactured articles. In this way mills 
which were formerly known only to a 
small group of merchants who bought 
their product on a keenly competitive 
basis, and some of whom put their own 
brands on the goods in reselling them to 
jobbers and retailers, are now known 
from one end of the country to another. 
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Meanwhile, not a few New England 
mills have been revolutionized from the 
standpoint of their physical equipment. 
Millions of dollars worth of machinery 
which had become too costly to operate, 
either through obsolesence or wear, has 
been thrown to the scrap heap. Non- 
automatic machinery has given place to 
automatic equipment. Scores of mill 
buildings in New England which are 
twenty, thirty or forty years old now 
house the very latest and most efficient 
machinery. Thus, while labor costs 
may be higher than in other parts of 
the country, such mills are under no 
disadvantage in competition with the 
newest southern plants from the stand- 
point of plant equipment. 


Increased Efficiency in Mill 
Management 


Managements, too, have been revolu- 
tionized, not only as to treasurers and 
agents but also as to general superin- 
tendents, department overseers and 
minor officials down to the rank and file 
of the workers. Treasurers whose idea 
of selling was merely that of calling on 
a few possible buyers and receiving 
orders have been replaced by men who 
have some conception of the possibili- 
ties of creating a demand for goods and 
building a distinctive reputation in the 
market. Those who never bought a 
bale of cotton except to cover an equiva- 
lent coincident sale of goods, maintain- 
ing that their business was to manu- 
facture and not to speculate in the raw 
material, have been succeeded by those 
who, while not taking undue risks, have 
been able to make profits by advantage- 
ous purchases of the raw material. 
Officials who went on the principle that 
what was good enough for their pre- 
decessors was good enough for them, 
have given place to men open to new 
ideas. While it is recognized that noth- 
ing can take the place of practical ex- 
perience in actual mill work, the textile 
schools have contributed not a little to 
the increased efficiency of mill manage- 
ments. 

Needless to say, not all New England 
mills have improved their positions in 
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recent years in all of these respects. 
Many of them, a very large percentage 
in fact, have not needed to do so, for 
during all or most of their lives 
they have been managed with the 
greatest ability and they have always 
adapted their operations to changing 
conditions. Among those mills which 
have been less favorably situated, 
some have been handicapped by in- 
superable obstacles in meeting the new 
conditions. Not all mills have been able 
to switch from plain, unbranded goods 
to high quality styled or trade marked 
fabrics, on account of limitations of 
their equipment. Some companies 
which should have re-equipped have not 
had the funds with which to do so. The 
swinging of the automobile tire indus- 
try from combed to carded yarns has 
put combed yarn mills of New England 
in a very difficult position largely be- 
yond their control. But the industry as 
a whole has strengthened its position 
greatly through the action of many com- 
panies meeting changed conditions in 
the ways indicated. 


The Situation of the Southern Mills 


A phase of the New England cotton 
manufacturing situation which should 
not be overlooked is that while New 
England mills have had a harder time 
than southern mills, on the whole, in 
the last few years, the southern mills 
have not had a bonanza. Southern 
mills have been loud in their complaints 
of lack of profits and many of them 
have shown very lean earnings since the 
boom years of 1919 and 1920. They 
have found it impossible to sell their 
full production at profitable prices. 
When they have attempted to do so, 
prices have fallen and profits have 
melted away. While the country has 
been going through one of the greatest 
eras of prosperity in its history, the 
cotton manufacturing industry, even in 
the South, has done only moderately 
well. Cotton manufacturers have been 
forced to the conclusion that the pro- 
ductive capacity of the industry has 
been in excess of the consumptive ca- 
pacity of the country with cotton and 
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goods at the high levels which have ob- 
tained in recent years. 

One of the striking results of this 
situation is that buyers of goods, real- 
izing that there was always an ample 
supply, have been unwilling to buy 
ahead. They have been encouraged 
in this attitude by the highly efficient 
condition of the railroads which has 
permitted them to count with cer- 
tainty on deliveries. Accordingly, they 
have bought consistently from hand- 
to-mouth. Manufacturers have been 
unable to secure a sufficient amount of 
forward business to give them a reason- 
able control of the yarn and cloth 
markets. On the other hand manu- 
facturers have been obliged to carry 
much larger stocks of goods than in 
former days, to meet the demands of 
buyers for quick deliveries. This has 
applied equally to New England and 
the South. 


Points to Consider in Extending Credit 


What does all this mean to the 
banker in dealing with New England 
cotton mills? It means that he must 
exercise the greatest discrimination in 
extending credit to them. He cannot 
know of the details involved in classes 
of goods made, selling methods, condi- 
tion of equipment, etc., but he must 
have a general idea as to whether mills 
seeking credit are making goods which 
the trade wants and which can be ad- 
vantageously made in New England, 
and whether such mills have modern 
equipment and are efficiently managed. 
To such mills he must be willing to 
extend more credit than in former days, 
to permit them to carry the larger 
stocks of goods which present day con- 
ditions require. In judging whether or 
not a given mill is carrying an excessive 
inventory, he must consider carefully 
not only the type of goods which the 
mill makes and its selling methods, but 
also the ability of the management to 
judge what goods it should stock and 
what it should not stock. = 

As stated at the outset, bankers above 
all others should not regard the New 





364 


England cotton manufacturing industry 
as a unit but should consider each com- 
pany by itself. In this industry above 
others they should not consider bricks 
and mortar as assets unless such bricks 
and mortar are producing earnings. 
They should not apply rigidly and uni- 
formly the old standard credit tests, 
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such as the usual ratios of quick assets 
to quick liabilities or inventories to 
sales. If they would be of sound, con- 
structive service to the industry, extend- 
ing credit where credit should be given 
and withholding it where it should not, 
they must consider each company on its 
individual merits. 


a 


Semi-Centennial of the Telephone 


become to the indispensable service 

rendered by the telephone that it is 
difficult to realize that barely a half century 
ago we lacked this great instrumentality 
of social and commercial communication. 
The following interesting account of the 
discovery and development of the telephone 
is taken from the Bell Telephone Quarterly: 

“On March 10, 1876, the telephone carried 
its first message. On that day, over a wire 
extending between two rooms in a_build- 
ing in Boston, Alexander Graham Bell 
spoke to his associate, Thomas A. Watson, 
saying, ‘Mr. Watson, come here; I want 
you. These words when heard by Mr. 
Watson in the instrument at his ear, con- 
stituted the first sentence ever received 
by the electric telephone. The instrument 
into which Dr. Bell spoke was a crude 
apparatus, and the current which it gener- 
ated was so feeble that although the line 
was only about thirty feet long, the voice 
heard in the receiver was faint, though 
distinctly audible to the ear of the young 
Mr. Watson. 

“Following the instructions given by Mr. 
Bell, Mr. Watson with his own hands had 
constructed the first telephone instrument 
and strung the first telephone wire. At 
that time, all the knowledge of the tele- 
phone art was possessed exclusively by these 
two men. Even they then knew only how 
to talk from one room to another in the 
same building. Everything else concerning 
the wonderful art which we now possess 
was unknown to them and to the rest of 
the world. At that time there was no 
university giving the degree of Electrical 
Engineer or teaching electrical engineering. 
There was no such thing as electrical en- 
gineering. 

“In 1876, the telephone was a thing of 
no practical use. Although Bell had con- 
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tributed a marvelous discovery, there was 
no way to use it. In order to fit the 
telephone for practical use, a new art 
hitherto unknown—the art of telephony— 
remained to be created. 

“Under the leadership of Hubbard and 
Sanders and Forbes and Vail, there began 
the development of the Bell system, which 
after fifty years has become the greatest 
single business institution in America—an 
outstanding example to all the world of 
what can be achieved by the co-operation 
of science and business. 

“The laboratory in which worked Bell 
and Watson has grown until now it has 
a personnel of over 3000 including engi- 
neers and scientists of the highest attain- 
ments; and counting these and the other 
trained specialists at the headquarters of 
the Bell system at New York, there are 
constantly employed 5000 men—scientific 
and business specialists—whose sole duty 
it is to advance the telephone art and dis- 
cover new ways of increasing its useful- 
ness to the public. 

“Distributed through the various states 
of the Union there are thousands of other 
engineers engaged in construction and oper- 
ation; and in the hundreds of different 
branches of telephone activity which have 
developed with the growth of the system, 
there are over 320,000 men and women 
employed each day in the telephone service. 

“The first telephone message was sent 
in 1876. So great has been the growth of 
telephone messages in fifty years that in 
1926, 50,000,000 telephone conversations 
take place each day in the vast telephone 
plant which covers a continent. 

“The two telephones of 1876 have in- 
creased so that now there are more than 
16,000,000 telephones inter-connected in the 
Bell system.” 





The Future of American Investments 


Abroad 


Why Investments Abroad Seem to be Inevitable. 
ment Trusts Protect Investors. 


How Invest- 
Selected Ownership 


the Far-sighted Policy. 


By Philip de Forceville 


T the close of the World War, not 

A only had the huge credits granted 

to European nations entirely 

offset the American pre-war indebted- 

ness, but they had made the United 

States a creditor nation to an amount 
in excess of $10,000,000,000. 

The importance that this situation 
has already assumed in connection with 
all interallied debts may be held to jus- 
tify the investigation attempted in the 
following pages, and the conclusions 
which the writer has deduced therefrom. 

America, disposing of her surplus of 
capital is facing primarily an invest- 
ment problem. Assuming that foreign 
obligations will in time be duly met, 
America’s surplus of capital is going to 
increase. A substantial surplus of cap- 
ital is available now. Therefore, the 
question may be asked: “What will di- 
rect the future policy of American in- 
vestment bankers?” Heavy responsi- 
bility rests on their shoulders. 

Any attempt to induce American 
business men to step into the field of 
foreign investment will soon reveal a 
difficulty that may be described as 
“psychological.” The United States is 
so typically a self-supporting country, 
being a great consumer as well as a 
great producer, that the American 
tradet does not have to bother about 
foreign markets. Why, then, should 
the American investor take chances 
abroad, when he can so easily make 
money at home? 

The point that needs to be empha- 
sized is that, while distances are coming 
to mean less and less, the various parts 
of the world are becoming more and 


more inter-dependent—isolation checks 
prosperity. When distant consequences 
are considered, investments abroad 
made “for use in production” contin- 
ually call for the export of the investor’s 
goods. Industrial markets, trade and 
credit are developed for the world’s 
general benefit. Such was the success- 
ful policy of Great Britain during the 
Nineteenth Century. 

If the Twentieth Century is going to 
be America’s century, it will be the 
American bankers’ task and duty to 
educate the investing public and in the 
meantime to protect it. 

Investment trusts appear to fulfil, for 
the moment, the purpose of protection. 
Yet, in order to throw light on the serv- 
ices that can be expected from in- 
vestment trusts, it is nevertheless 
necessary to bring into discussion 
the difficult and debated problem of 
investment policy. In this connection 
“creditors” as a class will be opposed to 
“owners” while fluctuations in the pur- 
chasing power of the dollar will have to 
be considered. 

However profitable a sound and far- 
sighted world-wide investment policy 
may be to the American investor, the 
writer will not rest his case until he has 
tried to show that such a policy is going 
to benefit the world as a whole by help- 
ing to stabilize the international ex- 
changes and thus stabilizing the pur- 
chasing power of the dollar. Only if 
this is true, will these considerations 
have attained their end. 

In order to bring the facts as clearly 
as possible to the reader’s mind, the dis- 
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cussion will proceed in the following 
order: 

1. Necessity of investments abroad. 

2. The function of investment trusts. 

3. Investment policy—creditors ver- 
sus owners. 

4. The influence on international ex- 
change. 

5. Conclusions. 


1. Necessity of Investments Abroad 


The close of the Napoleonic wars 
left Great Britain in a very remarkable 
position. The general exhaustion of 
continental Europe, combined with the 
fact that England stood fully a gen- 
eration ahead in industrial develop- 
ment, resulted in a period of British 
monopoly in the supply of capital to 
the world’s market. Yet the bulk of 
such capital was far from being British. 
Continental investors had sent substan- 
tial amounts to London for safe custody 
during the wars and nothing compelled 
them after 1815 to leave the money 
there indefinitely. Furthermore, the 
British Government was then heavily 
indebted and thus facing an almost in- 
tolerable situation. Even so, the con- 
clusion of the peace of 1815 was the 
signal for an immense rush to borrow. 
According to Tooke, London was flooded 
with new issues from France, Russia, 
Austria and Prussia. The writer wishes 
to emphasize that in those troubled days 
London was not yet financially supreme. 
London was given an opportunity 
to attain supremacy and soon made use 
of it. 

The cessation of government borrow- 
ing for war purposes rendered avail- 
able a rapidly growing stream of capi- 
tal for investment in other channels, and 
as the demands from abroad became 
more promising, the outflow started 
steadily toward the Continent, toward 
the United States and also toward the 
other parts of the world. When it was 
for the undertaking of works of public 
utility, such as railways and canals, or 
even for the use of private enterprises 
of any kind requiring capital and skill, 
British energy and British money were 
always available at a price. 

The export of British capital also ap- 


pears to have continually had a stimu- 
lating effect on the commercial condi- 
tions of the time. The opening of con- 
tinental and American markets resulted 
in a huge outpouring of British manu- 
factured goods. 

With the exception of investments 
in the United States during later years, 
the British investments abroad contin- 
ually called, during the Nineteenth Cen- 
tury, for the export of more British 
goods. Thus the export of capital 
continues in the form of goods sent out 
by the investing country. For example, 
it was established some years ago that 
out of £12,000,000 invested in South 
American railroads, 33 per cent. or 
£4,000,000 had gone abroad in the 
shape of materials manufactured in the 
British Isles. Here the recalling of a 
few technical generalities may be of in- 
terest to the reader. Although capital 
is usually measured in terms of money, 
substantially it consists of goods—of 
accumulated wealth. It is a stock of 
commodities used for the production of 
further commodities or services. Thus 
the inhabitants of a country export cap- 
ital when they forego in favor of 
foreign countries or individuals the im- 
mediate use of goods and services to 
which they are entitled, with the aim of 
obtaining from abroad a future income 
of goods and services. When a nation’s 
improved industrial methods enable her 
to export goods for which an increasing 
demand is created abroad, this nation, 
by supplying foreign countries with 
more goods and services than would be 
required to pay for purchases and to 
meet other obligations, is compelled to 
enter in one way or another the field of 
foreign investment. Of course a per- 
sistent demand from abroad for par- 
ticular kinds of goods to be used as 
capital may affect, in the long run, the 
production of the investing country. Yet 
such goods need not invariably be pro- 
duced by the investing country. They 
may be merely purchased by it, while 
produced elsewhere. 

The principal motive which influences 
foreign investment is the hope of ob- 
taining a higher return than could be 
secured at home, other things being 
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equal. The net result of this is to slight- 
ly increase the rate of interest at home, 
and it means a temporary loss to the 
home production. Yet this loss is in- 
variably more than offset by the return 
from abroad. An interesting illustra- 
tion may be found in the rubber “boom” 
of 1910. The investment of British 
capital in the production of raw rubber 
brought an enormous expansion in rub- 
ber production and also a great cheap- 
ening of price. The rubber quotations 
of 1912 were only a little more than 
one third of those of 1910 when the 
boom reached its climax. Yet the out- 
put and the consumption had increased 
prodigiously to the mutual advantage 
of producers, consumers, and investors. 

Another feature, that cannot be over- 
looked by a large investor is the fact 
that some particular investments of cap- 
ital may increase the income from other 
investments, either by improving com- 
munications, or by creating new de- 
mands, or even by reducing some costs 
of production. 

In forming an opinion as to whether 
foreign investment is or is not desirable, 
it is essential to ascertain as definitely 
as is possible whether or not such for- 
eign investment will increase the in- 
come of the investing community as a 
whole. 

The United States of today finds it- 
self in a position comparable in a way 
to that of Great Britain in 1815. A 
contrast is shown, of course, by the pro- 
gressive evolution of the world for a 
century, and it rather seems to favor 
America today. The burden of America’s 
debt is heavy, but far from intolerable. 
Besides, the whole world is more pro- 
ductive, distances have been economi- 
cally shortened, the various countries are 
getting more and more inter-dependent. 
The opportunity now offered America 
seems greater than ever was the one of 
which Great Britain made such effective 
use during the Nineteenth Century. 

Yet this opportunity may still be 
wasted. The tax-free character of 
municipal bonds encourages many ex- 
penditures that not only do not improve 
directly the earning power of the com- 
munity, but, on the contrary, are backed 
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by nothing else but that earning power. 
Such earning power will be improved 
and also regularly increased when a 
substantial part of it can be derived 
from diversified holdings of securities of 
industries located throughout the world. 


2. The Function of Investment Trusts 


It has already been shown that the 
United States is placing other nations 
in the position of having to make good 
an annual debit trade balance too large 
to be settled by the shipment of goods 
or gold. Under these circumstances it 
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is inevitable that such foreign cu tomers 
must sell securities or property and 
thus attract American capital for in- 
vestment. ‘To the extent that, during 
the next few years, this process is fa- 
cilitated or impeded, American for- 
eign trade will grow or be discouraged. 

At any rate that the British expan- 
sion overseas has required a great deal 
of pioneer work cannot be overlooked. 
Porter stated, in the middle of the 
Nineteenth Century, that the general 
impression about foreign investment 
was that the losses had much exceeded 
the gains. The British paid a high price 
for their investment experience. Ameri- 
cans, far from ignoring this lesson, 
ought to take advantage of its teaching. 

The small investor needs protection. 
He usually resorts to savings in the 
form of bank deposits, or to life insur- 
ance companies through the channels of 
which he derives income from largely 
diversified investments where the risk 
has been spread. This consideration, 
coupled with the previous discussion, 
leads one to believe that the develop- 
ment of American investment trusts 
would render just now a very timely 
service. 

An investment trust is a financial in- 
stitution selling to investors securities 
of the trust which, in turn, are backed 
by various other securities (stocks and 
bonds) held by the trust. Investment 
trusts should be differentiated from 
holding companies which come into 
existence almost always for the pur- 
pose of acquiring control over a num- 
ber of smaller concerns with the aim 
of controlling the policies of such con- 
cerns. Investment trusts purchase se- 
curities and use them as collateral for 
their own issues with the aim of reduc- 
ing the customers’ risk through diversi- 
fication. 

The first Scotch investment trust was 
set up around 1860, a time when British 
bonds were paying 3 per cent. while 
foreign railroad bonds were yielding as 
high as 6 per cent. The higher interest 
naturally appealed to the Scotch who, 
at the same time, took good care not to 
place their total capital abroad. The 
legal form of that time was the old 
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English trust. Since then investment 
trusts have grown successfully in Eng- 
land and they have recently been 
brought over to America. The form 
of organization has been widely broad- 
ened as well as the kinds of securities 
issued. The two main features that 
have remained the same are: 

a. The diversification of risk. 

b. A tendency toward seeking a high- 
er return by investing abroad. 

British investment trusts have been, 
as a rule, very successful. They owe 
this almost entirely to their manage- 
ment. The widest powers are usually 
given to the trustees, the only restric- 
tion imposed being that not more than 
10 per cent. of the trust’s capital can 
be invested in any one security. 

The writer wishes to emphasize that 
the main difficulty to be overcome in 
building an investment trust lies in the 
selection of an able management. In- 
vestment trusts need an exceptionally 
high class of men. 


3. Bonds Versus Stocks—Creditors 
and Owners 


Investment management is no simple 


task. It requires not only a great deal 
of knowledge and practical experience, 
but also individual judgment in each 
particular case. Even so, it remains 
always subject to errors. 

The following discussion will not be 
an attempt to challenge the standard 
methods of conservative investment 
which have been sanctioned by many 
years’ experience. The writer will only 
set forth a few facts that may be adapt- 
ed to the very uncertain conditions of 
the present time. 

In the general upheaval of the eco- 
nomic world as a whole, the ground- 
work of economics proves to be much 
less reliable than was formerly sup- 
posed. The conservative investor must 
be more careful to maintain unimpaired 
the “commodity value” (or the “pur- 
chasing power’) of his capital than to 
take advantage of opportunities which 
are available at all times. 

This “commodity value” is a new 
factor for the average investor. Al- 
though the gold dollar may stand today 
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as the soundest currency unit in the 
world, it shares with all currencies cer- 
tain definite weaknesses. The purchas- 
ing power of the dollar, measured by 
the amount of actual commodities or 
services it will buy, is subject to fluctua- 
tion. If such fluctuation is limited, as 
it was formerly, to a normal and very 
regular progression or retrogression 
covering a long period of years* allow- 
ance can always be made for it in due 
course. But when the buying power of 
acurrency on a gold basis like the dollar 
becomes subject to violent ups and 
downs, as it has been since 1915, the in- 
vestor is at a loss when such variations 
are taken into consideration. When we 
regard paper currencies—and up to 
April 1925 sterling itself was a paper 
currency—we must realize that these 
also are subject to the same fluctuations 
as the dollar—and to many others as 
well. Furthermore, such currencies can 
be measured only in terms of dollars; 
that is, in terms of a fluctuating value. 
In other words, there is no fixed stand- 
ard of value. 


Bonds are by definition a form of 


currency bearing interest. The first 
element affecting them is the credit posi- 
tion of the debtor. This is the credit 
risk, and it has always been the object 
of close analysis on the part of conserv- 
ative investors. Secondly, bonds are 
affected by the current demand and 
supply of liquid capital involving 
changes in interest rates. This is the 
market risk. Lastly, yet no less im- 
portant, comes today the currency risk. 
What will be the commodity value of 
the currency at maturity? 

Assuming that the credit risk has 
been entirely eliminated and also that 
the market conditions are favorable, the 
currency risk is by itself enough to off- 
set the benefit derived from both former 
factors and even to inflict a heavy loss 
to the holder of the bond. 

This has always been true. Nothing 
has changed except conditions. Yet 
owing to new conditions, something has 
been disclosed. 


*The period of 1866 to 1897 shows an ap- 
Preciating dollar. The period of 1897 to 1915 
shows a depreciating dollar. 


What was reputed conservative ten 
years ago has now become somewhat 
speculative. This does not prove, by 
any means, that what was speculative 
then has become conservative today. 
Far from it. It only points out that 
the conservative investor of today must 
ge some steps further in order to pro- 
tect himself. There has been at all 
times a certain class of investors who 
specialized in stocks. They are perhaps 
the highest class of investors; they 
usually confine themselves to stocks of 
concerns in which they either hold the 
controlling interest or are in close touc! 
with the management. In the last analy- 
sis, it stands to reason that where 
neither funded debt nor preferred stock 
has been issued, common stock ranks as 
a first mortgage. Edgar Lawrence 
Smith in an exceptionally interesting 
inquiryt has reached the conclusion 
that, “The principal value of a well 
diversified holding of common stocks of 
representative corporations, in essen- 
tial industries, tends to increase in ac- 
cordance with the operation of com- 
pound interest.” Mr. Smith also shows 
that, “such stock holdings may be relied 
upon over a long period of years to 
pay an average income return on such 
increasing values of something more 
than the average current rate of com- 
mercial paper.” This is due to what 
Mr. Smith terms the “human factor,” 
that is, the ability of the management 
of the companies considered. The bond 
investor is relieved of all responsibility 
and pays for this relief. The stock- 
holder alone shares in the reinvestment 
of surplus earnings—yet up to now the 
bondholder had no reason to believe that 
his principal was liable to shrink in 
value because of currency depreciation. 

What is true for an individual in- 
vestor remains to a great extent true for 
a nation. A creditor nation like the 
United States finds itself in a position 
somewhat comparable to that of any 
bondholder. ‘ 

The fact that should be emphasized 
is that for the time being, the creditor’s 


+Common stocks as long term investments— 
Macmillan 1924. 
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position seems impaired to an appre- 
ciable extent. Safety requires owner- 
ship, not only because owners control 
production, but even more because pro- 
ducers of marketable commodities re- 
main always somewhat independent of 
currency fluctuations. A_ simplified 
example may be considered for the pur- 
pose of illustration. 

A man who bought in 1900 a $1000 
bond of a steel company, maturing in 
1925, will not be able to purchase in 
1925 with his reimbursed principal the 
same quantity of goods that his $1000 
would have bought for him in 1900. He 
will suffer a loss due to a general de- 
cline in the purchasing power of the 
dollar and this loss, although unfore- 
seen in 1900, is far from being negli- 
gible. 

On the other hand, if another man 
owns the right to sell for his personal 
benefit one ton of pig-iron every year, 
the proceeds from his sale in 1925 will 
give him approximately as much pur- 
chasing power as the proceeds from his 
sale in 1900. This man is independent 
of the flutcuations in the purchasing 
power of the dollar because the price 
he gets every year for his pig iron will 
follow the general index scale of prices 
of other commodities. 


4. The Influence on Iniernational 
Exchange 


Although the gold dollar is the 
world’s soundest currency, it is af- 
fected indirectly by the variations of 
paper currencies. These affect the 
standards of living in the respective 
nations, which in turn affect the indexes 
of prices all over the world and also in 
the United States and thus influence the 
purchasing power of the dollar. 

It has been pointed out that selected 
ownership abroad as well as at home 
would, under present conditions, be 
safe and even profitable for the Ameri- 
can investor. But would it benefit the 
world as a whole? The writer believes 
it would. 

A survey of the foreign securities 
listed on American markets shows, with 
very few exceptions, government issues 
rather than industrials. Yet industrial 


stocks have, in their respective markets, 
actually shown a tendency toward rising 
in price while the currency was de- 
preciating. If the surplus of capital 
available in New York could be used to 
buy some of these industrials when they 
fall to a low price in proportion to 
their earning power, not only would it 
be profitable in the long run for Ameri- 
can investors, but the efflux of securi- 
ties would replace, in a way, the former 
efflux of gold and would have a similar 
effect in stabilizing the exchanges. The 
latter would become less subject to 
political speculation and depend once 
more, as they should, on trade balances. 

Fluctuations of paper currencies have 
been more harmful as a rule to creditors 
than to owners. Referring to an ex- 
treme case, Germany offers an instance 
of the creditor class being completely 
wiped out. 

On the other hand government bonds 
are backed by taxable income which 
means, in the last analysis, the earning- 
power of the borrowing community. It 
must be borne in mind that even if such 
bonds are issued in the dollar currency, 
they remain a burden during their life, 
and, in that capacity a depreciatory 
factor on the value of the paper cur- 
rency of the borrower. They are sub- 
ject to the risks inherent in all bonds. 
The proceeds, like those of municipals, 
are diverted into the less productive 
operations, with this difference—that 
some foreign governments may use them 
eventually in destructive effort. 


§. Conclusions 


In the case of Great Britain, out- 
flows of capital and of labor to foreign 
countries in general have gone together. 
Whether emigration has been the cause 
or the consequence of investment 
abroad, a close relation may be observed 
between the two. The United States 
cannot be expected to export men for 
many years to come, but American cap- 
ital is bound to attract the surplus of 
European emigration wherever it is in- 
vested to a large extent. This is how it 
can have a decisive influence on the 
future of the white world. 

This also shows that American in- 
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vestments must by no means be confined 
to old Europe. The world needs more 
than ever an increase in production as 
well as a development of new sources 
of wealth. 

The writer is inclined to think that 
the great field for American foreign in- 
vestment lies around the Pacific Ocean. 
For instance, belief is general that Aus- 
tralian interests and those of the United 
States are practically identical. Even 
more impressive is the manner in which 
some Australian organizations seek 
guidance and financial support from 
New York. At any rate, such prospects 
concern the more or less distant future. 
Meanwhile the development of invest- 
ment trusts, providing they can secure 
the right sort of management, will offer 
facilities for obtaining information on 
industrials abroad. By extending protec- 
tion to the increasing class of small in- 
vestors, they could be the necessary 
stepping stone for the American invest- 
ment policy of the future. Such policy 
requires vision not only at home but all 
over the world and the distant conse- 
quences of the steps that may be taken 
now are difficult to over-estimate. 

The sum of the whole matter is that 
America has here her opportunity. Her 
available surplus of capital necessitates 
foreign investments. Common stocks 
are the most profitable medium through 
which foreign investments can be made, 
and they have the additional advantage 
of carrying with them a share in the 


management. This is important, for if 
American investment bankers are going 
to play the part that the world is so 
anxiously expecting from them, they 
will have to assume the difficult task of 
becoming owners, and of gradually tak- 
ing control of producing concerns lo- 
cated abroad. They must not be con- 
tent with loaning their money to the 
rest of the world, leaving the manage- 
ment to the borrowers—for the old 
theory of the superiority of bonds is 
under fire. Recent investigations seem 
to prove that the return on common 
stocks (including the losses) is larger 
than on bonds, even at home. Finally, 
in addition to being more profitable, the 
progressive methods of American man- 
agement will benefit the world as a 
whole. 

The world will not get on its feet 
until capital is invested primarily “for 
use in production.” The United States, 
being the world’s creditor, has this cap- 
ital at its disposal. Will American in- 
vestment bankers endeavor to remain 
creditors even while secured and in 
terms of dollars, or are they going to be- 
come owners in accordance with the doc- 
trine that President Roosevelt has so 
magnificently summed up in the follow- 
ing words: “No great destiny ever came 
to a people who feared the future, who 
feared failure more than they hoped 
for success.” 


au 








REDIT is an entire thing. Every part of it has the 
nicest sympathy with every other part; wound one limb, 
and the whole tree shrinks and decays.—Alexander Hamilton. 











Standing the Test 
By Richard W. Saunders 


NE of the emphasized words of the 
O world today is “test.” Thinking 

people are rapidly acquiring that 
frame of mind when they no longer take 
things for granted. Everything and every- 
body come within the rule and are tried, 
measured, experimented upon, until the 
last vestige of doubt is removed. One is 
continually testing or being tested. 

What an epitome that is of what the 
world has gone through. How much, 
through the ages, must mankind have en- 
dured in the way of falsehood, dishonesty 
and fraud to bring about this condition. 
Some little of this will be found in what 
the writer regards as one of the great books 
of the Nineteenth Century, “The Martyrdom 
of Man” by Winwood Reade. In its pages, 
one can find a vivid picture of the struggle 
through which our ancestors have gone, 
beset on every side by those who would 
exploit them, who in their turn were ex- 
ploited by others. The comparative se- 
curity of today seems like a radiant light 
in contrast. 

This should not by any means encourage 
us to feel that mankind is wholly free. 
George Eliot has said that “enveloped in 
a common mist, we seem to walk in clear- 
ness ourselves, discerning only the mist that 
enshrouds others.” It is a feeling of this 
kind that induces us to put everything to 
a test. “I have been stung before” is the 
modern saying. 

To the individual, this, at times, seems 
a harsh thing to do. People like to be taken 
at their face value. The self-deluded have 
a hatred for the measuring-rod of accuracy. 
No man likes to be told by his physician 
that there is something wrong with him. No 
applicant for a position, or eager aspirant 
for a higher job enjoys the decision that 
for some reason, which may or may not be 
given, some one else is preferred before 
him. 

But in the end, such knowledge is good 
for us. It stimulates us to try and over- 
come difficulties. It forces us, whether we 
will or not, to “face the music” and prove 
or disprove certain facts. That is why there 
is a mental stimulus in reading authors 
with whom we do not agree. Either they 
are right or wrong, and if the reader holds 
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contradictory views, it compels an investi- 
gation to see whether such conclusions are 
really true or not. 

The weak are, of course, at a disad- 
vantage in a test. Many banks and busi- 
ness concerns have all applicants whom they 
are about to employ passed upon by a 
physician. If rejected there is a feeling 
of anger or shame which may, in weak 
natures, cause them to become despondent. 
In reality a great good has been done to 
them and, in most cases, a course of treat- 
ment will remedy the trouble. 

The test applies also to the mental quali- 
fications, and those who have not fitted 
themselves for the higher things before them 
are full of bitter and often vain regrets. 
All men reach certain levels, dependent 
upon the factors entering into their lives. 
To overcome those attributes that hold us 
back and strengthen those that help is the 
work of life for most if not all of us. 
Success rarely comes before forty, and often 
much later. And to size up the mental needs 
and overcome them, an occasional test is 
necessary. 

A vast literature is accumulating on how 
to preserve the health. Gymnasiums and 
similar aids to health for business men are 
opening daily. Schools and colleges have 
night courses and correspondence curricu- 
lums. There is no excuse for anyone not 
preparing to stand any test, physical or 
mental, along the lines of his ambition. 

One of the noble pictures in history 1s 
that of a great man riding along through 
the snow in England, suddenly possessed 
with the idea that snow could be used as 
a preservative. A chicken was brought 
him which he stuffed with the snow. This 
experiment brought on a chill the ultimate 
result of which was that a great scientist 
was lost to the world. When Sir Francis 
Bacon did this he had no vision of thousands 
of refrigerator cars crossing a great con- 
tinent or of boats especially built for carry- 
ing such products all over the world. It 
was the desire to put his idea to the test 
that actuated him. If one’s duty is to make 
a test, one must be prepared and ready to 
do so fairly and impartially. If one 1s to 
be tested, one must be prepared and ready 
to prove the best that is in one. 





Deposit Guarantee; Its Operation, 


Results, 


Lessons 


By Victor Rosewater 


Data regarding deposits, claims, etc., appear- 
ing in the following article was gathered from 
figures as of May 1925. These were the latest 
figures available at the time the article was 
prepared.—THE EDITOR. 


HAT the banking situation in 

the western prairie states has 

been under severe strain during 
the last few years and is undergoing 
considerable shifting, and this despite 
deposit guaranty laws that were to have 
worked the financial millenium, is no 
secret. Of these states, Nebraska per- 
haps affords the better field for closer 
examination because. its guaranty sys- 
tem is at least still functioning and 
exhibits the advantages along with the 
defects. While it may be said that no 
bona fide depositor in a protected Ne- 
braska bank has lost a dollar of his 
money, it is also fair to ask, “At what 
cost and in what manner has this been 
brought about?” 

The Nebraska deposit guaranty law 
was enacted in 1909 in fulfillment of 
promises put forth in the preceding 
presidential campaign in which the 
idea had been championed as the sure 
cure for all financial ailments and true 
antidote for the poison virus of the 
money power. It took a year to run 
the gantlet of the courts and become 
operative. In theory, the plan was 
the embodiment of simplicity; merely 
a compulsory extension of the princi- 
ple of co-operative insurance. Each 
bank chartered by the state, willy-nilly, 
was to contribute to a guaranty fund 
on the basis of average deposits, cum- 
ulating, through small annual assess- 
ments, up to 144 per cent., to carry 
this as a credit on its books, subject 
to draft to pay losses that would never 
befall banks thus strengthened, and 
thereafter only to replenish the fund 
should it drop below 1 per cent. Is 
it not an axiom that depositors never 


clamor for their money when they can 
have it for the asking? How could 
the assessment ever become burden- 
some? 


When the Troubles Began 


Five years’ smooth sailing ensued 
before the first failure—a crooked fail- 


VICTOR ROSEWATER 


M®: Rosewater was for many years 
editor and publisher of the “Omoha 
Bee.” He is the author of several books, 
a lecturer of note, and has been a fre- 
quent contributor to magazines of articles 
on financial and economic subjects. His 
article appearing on the accompanying 
pages won fourth prize in THE BANK- 
ERS MAGAZINE Prize Contest. 


ure of a small bank whose deposits 
were liquidated out of the guaranty 
fund with ease and celerity. Not for 
another two years was the second fail- 
ure reported. After the stringency 
beginning in 1919, troubles came faster 
and the full special assessment (then 
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1 per cent.) was not sufficient to. main- 
tain the fund, yet too much for banks 
heavily beset with other difficulties to 
meet. Payments on the drafts became 
delinquent and could not be enforced 
without precipitating further failures 
that would subject the fund to still 
greater depletion. A remedy was 
sought through amendatory legislation 
by which the special assessment was 
cut in half; i. e., limited to one-half of 
1 per cent. a year in addition to two 
regular assessments each of one-twen- 
tieth of 1 per cent. annually. But this 
was partially offset by imposition of 
a new assessment of one-quarter of 1 
per cent. constituting a Bankers’ Con- 
servation Fund to be administered by 
an advisory commission of bankers, 
appointed by the Governor from names 
submitted by the interested bankers in 
the several subdivisions of the state, 
acting through their own agent. 

The commission, under this law, has 
been taking over the operation of in- 
solvent banks, without publicly dis- 
closing the fact, and without invoking 
receivership, for the purpose of sav- 
ing assets and re-establishing sound 
conditions for the benefit of the guar- 
anty fund as endorser of deposit lia- 
bilities, with a receivership as a last 
resort only when restoration appears 
hopeless. To help out such shaky situ- 
ations, the conservation fund is em- 
ployed as a deposit, remaining, of 
course, a preferred claim—it is an 
advance from the guaranty fund re- 
payable if and when possible. The 
commission may also, with acquiescence 
of stockholders, sell the entire bank, 
its capital stock and assets, merely go- 
ing through the form of a receiver- 
ship to confirm sale and give valid title. 
The commission seems to be a piece of 
purely banking machinery; the De- 
partment of Trade and Commerce, 
under which the banking bureau comes 
and which has control of banking in- 
spection, receivership proceedings and 
guaranty fund assessments, has been 
part of the Governor’s political patron- 


age. 
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What Litigation Showed 


Light also is shed on the guaranty 
system by the litigation it has evoked. 
Its constitutionality was upheld by the 
Federal Supreme Court as a proper 
exercise of the police power with the 
declaration that “an ulterior public 
advantage may justify a comparatively 
insignificant taking of private prop- 
erty for what in its immediaie pur- 
pose is a private use.” Subsequent de- 
cisions have turned chiefly upon the 
definition of what constitutes a deposit 
protected by the fund and its applica- 
tion to disputed claims for re-imburse- 
ment. Comparatively little room for 
controversy is found in the usual de- 
posit of money or creation of a check- 
ing account by credit items. Where 
the account remains subject to the con- 
trol of the customer who may exact 
payment at any time, his preferential 
right is easily established. Where the 
claim rests upon a certificate of de- 
posit drawing interest and running for 
a fixed period of time, the question pre- 
sents itself whether it is in fact a de- 
posit enjoying the promised protection 
or rather a camouflaged loan to the 
bank to be treated as a general debt 
secondary to the deposit obligations. 
Since the issue of a certificate to evi- 
dence the transaction and stipulate the 
conditions of interest and principal 
repayment is not the distinguishing 
feature, or rather since the certificate 
of deposit may be employed to cover 
mere loans to the bank, the underlying 
circumstances must be decisive on this 
point. 

One of the earliest adjudications held 
the guaranty fund to repay a certificate 
of deposit representing the purchase of 
stock in another state bank in process 
of formation, presumably subscribed in 
the name of an individual. Agreement 
to leave the money in the bank was 
known to have been one inducement 
to the subscription. The certificate, 
made out to the secretary of the pro- 
motion committee, was technically paid 
by check and re-issued in the name of 
the new banking corporation four days 
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before the issuing bank failed. The 
receiver contested the claim but was 
overruled. 

Similar liability for payment out of 
the guaranty fund was established in 
favor of three certificates of deposit 
in the sum of $7500 each, held by three 
directors of the issuing bank, who had 
given their notes to a creditor bank in 
payment of a collateral loan made by 
the failed bank. It was insisted on 
their behalf that the bank, by release 
of the collateral, received the benefit 
of the money and that this made the 
claim a preferential deposit and the 
court affirmed this contention. 


Claim Involving Preferential 
Agreement 


In the leading case on rejection of 
a claim based on a certificate of de- 
posit, it was shown that the certifi- 
cate was part of an agreement to pay 
a rate of interest in excess of that 
legally permissible; the certificate on 
its face drew 5 per cent. interest yet 
an additional 1 per cent. was paid by 
the bank. ‘Though the transaction was 
characterized by the court as fraudulent 
and not entitled to guaranty fund pro- 
tection, it was nevertheless upheld as 
a loan chargeable against the assets 
of the failed bank and, what is more, 
accorded pro rata share in those assets 
not only with the general creditors but 
also with the guaranty fund. Need- 
less to say that this interpretation 
quickly moved the legislature to change 
the law so that the guaranty fund 
should be subrogated to the depositors’ 
preferential claim. 

Again a bank that had guaranteed 
the collateral note of one of its custo- 
mers held by a second bank, on its 
maturity issued in payment a cashier’s 
check payable at a later date before 
which time it failed. The court ruled 
that the taking of the notes and col- 
lateral in exchange for the cashier's 
check constituted a deposit but, inas- 
much as the check was made out for 
the principal and interest at 8 per 
cent, when the law prohibited more 
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than 5 per cent. interest on a time de- 
posit, the claim was not collectible out 
of the guaranty fund. Yet in another 
instance, three certificates of deposit 
aggregating $15,000 which had been 
issued in exchange for Liberty Bonds 
of equal face value and disposed of 
by the bank for $13,704 in cash, 
were accorded priority status on the 
basis of the sum the bonds sold for. 

So also a claim was established in 
full as a result of litigation where a 
public treasurer had made deposits ex- 
ceeding the limit fixed by law and the 
receiver resisted payment of the ex- 
cess, it being shown that the bank had 
included the whole amount in its re- 
ports of deposit liabilities and had 
computed its guaranty fund assess- 
ment upon it. 


Issuance of Certificate Against 
Negotiable Paper 


Upon appeal from rejection of a 
certificate issued in part payment of 
original certificates given in exchange 


for certain promissory notes thus dis- 
counted by one of the customers of a 
bank that later failed, the court re- 


versed the decision and said: “Where 
a bank in good faith receives negotiable 
paper from a customer and, in place of 
paying the money over the counter at 
the time the notes are negotiated, is- 
sues to him a certificate of deposit pay- 
able at a future date, no fraud or col- 
lusion being shown, the legal effect is 
the same as if the money itself had 
been placed upon deposit, and, as re- 
spects the bank guaranty fund, the de- 
posit evidenced by the certificate so 
issued stands upon the same footing 
as any other deposit.” 

While it is difficult to see the con- 
sistency of all the court rulings, the 
purpose undoubtedly has been to favor 
bona fide depositors and to bar loans 
or deals merely camouflaged by cer- 
tificates of deposit. It is plain that 
the judicial treatment of these claims 
has varied from an extreme liberality 


_in the beginning to a particularly strict 


test in subsequent cases and again later 
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a tendency to a more middle course. 

When the deposit guaranty law was 
placed on the statutes books in 1909, 
there were 662 state banks in Nebraska. 
The number gradually rose to a maxi- 
mum of 1032 in 1919; nearly 100 were 
added in a single year immediately 
after our entrance into the World War. 
At the beginning of 1925 there were 
925 in operation, eighty-six having 
failed, about fifteen more having been 
taken over by the guaranty fund com- 
mission for salvage purposes, over 
sixty required to make assessments on 
their stockholders ranging from 25 to 
800 per cent., and quite a number vol- 
untarily liquidated or merged with 
other banks. It cannot be denied that 
national banks (which are outside the 
guaranty fund) have had rough sled- 
ding too; there were 223 national banks 
in Nebraska in 1909 as against only 
175 at the beginning of 1925; four- 
teen national banks have failed in this 
period, not a few relinquished their 
charters and became state banks, went 
out of business or were merged. It 
is said that applications of twenty- 
eight national banks for reorganiza- 
tion as state banks have been turned 
down, seventeen at one time, which is 
readily understandable in the light of 
competitive conditions. Naturally and 
inevitably, the economic law of the 
survival of the fittest has been over- 
riding all the man-made banking laws. 


Conditions Conduced by Deposit 
Guaranty 


To what extent has deposit guaranty 
been a factor in developing this situa- 


tion? No one at all familiar with con- 
ditions will gainsay the conclusion that 
it has conduced to an over-stimulation 
of speculative and fraudulent schemes, 
to over-extension of risky credits, to 
lawless and dishonest banking, to huge 
preventable losses. 

In the first place, under guaranty 


fund protection, all banks look equally — 


safe to the depositor and the character 
of the banker, the amount of the bank’s 
own resources, its reputation for reck- 
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lessness or conservatism, count for 
little; other inducements or advan- 
tages, often non-banking favors, come 
into play as business-getters. It must 
be remembered that, in small towns, 
banking is not the sole occupation of 
the banker who is frequently at the 
same time a loan agent for personal 
or outside funds, insurance solicitor, 
real estate dealer, individually inter- 
ested in the local factory or lumber 
yard or grain elevator, and in each 
capacity looking for opportunities to 
make money for himself. He pulls all 
the strings within his reach to obtain 
accounts. He takes greater chances 
when he feels that his depositors, pro- 
tected by the guaranty fund, cannot 
lose. 

The post-war era multiplied the 
banker’s temptations. The ubiquitous 
stock salesman was abroad in the land, 
offering securities for which there 
seemed to be an insatiable demand. 
Stock salesmen were commonly limited 
to 15 per cent. commission; by devious 
ways and extra payments the percent- 
age was often doubled; Liberty Bonds, 
then quoted in the 80’s, were taken at 
par; notes of the purchaser were ac- 
ceptable for half of the consideration 
and discounted with whichever local 
banker would help promote the deal. 
If the latter insisted upon keeping the 
money in his bank to serve local bor- 
rowers, he was accommodated by ac- 
ceptance of time certificates bearing 
4 or 5 per cent. interest which were 
turned into the main office and, like the 
Liberty Bonds, discounted or sold to 
the big city banks or trust companies. 
Good as gold when protected by the 
deposit guaranty fund. 

As collateral for the loan represented 
by the deposits, the home bank held 
stock in the new tire factory, the new 
flour mill, the new independent pack- 
ing house, the new tractor concern, the 
new potash works, the new oil well, into 
whose treasury came perhaps from 60 
to 70 per cent. of the sale price, but 
which yet was to yield twice what 
Liberty Bonds paid. A note secured 
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Trenton Trust Company, Trenton, N. J, 


HE fourteen story building of the Trenton Trust 

Company, Trenton, N. J., is the tallest in the city 
and gives this institution the most commodious and 
modern facilities. 


ALFRED C. BOSSOM 


BANK ARCHITECT § EQVIPMENT ENGINEER. 
680 FIFTH AVENVE, NEW YORK 











Circular Entrance to Safety Deposit Vault, First National Bank & Trust Co., Frackville, Pennsylvania 





Designed, manufactured and installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 


New York Boston Chicago San Francisco Birmingham 
Cable Address “Fireproof” New York 


The Herring-Hall-Marvin Safe Co. for nearly a century, has built and will 
always continue to build the same undeviating quality into its product. 
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by worthless stock certificates—frozen 
assets—millions of dollars of them. 

The insurance solicitor was also can- 
vassing the district. He wanted a 
local connection; he had premium notes 
to discount; there would be more busi- 
ness and annual remittances. Perhaps 
the banker or his son would represent 
the company, the money taken in could 
be left on deposit and the company 
would gladly hold the time certificates 
and agree to renew them at maturity. 
A mutually profitable agreement. Later 
there is a possibility of writing $50,- 
000 more insurance, the commission 
payable is limited by law, but there 
is nothing to prevent the company ac- 
ceding to a request for a local deposit 
of some of its uninvested funds. Time 
certificates earn 5 per cent. They are 
good as gold—protected by the deposit 
guaranty fund. The banks reloan on 
paper bearing much higher interest 
rates. 

Someone wants to buy a neighboring 
farm. The price has been marked up 
far above what it brought a few years 
ago—which is the reason for the own- 
er’s selling. He will take a small cash 
payment and the remainder, over the 
mortgage, in notes, providing they can 
be discounted ; to put the sale across he 
will accept certificates of deposit. The 
protection of the guaranty fund makes 
him perfectly safe. Or it may be an 
automobile, or a tractor, purchased on 
easy terms of deferred payments. 


Reversal in Attitude of Public 


Deserving passing mention is the 
reversal in the attitude of the public. 
Ordinarily the bank-wrecker, the mis- 
creant who despoils widow and orphan 
and reduces trusting friends and neigh- 
bors to poverty, is the most odious of 
criminals. Sentiment runs high against 
him—a fair and impartial trial in the 
vicinage is almost impossible. But it 
is rarely that the culprit responsible 
for wrecking a guaranty fund protected 
bank is convicted. No longer is he a 
Pariah but a hero. He may have looted 
the bank and dissipated the money given 
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into his custody by the depositors, but 
they have not lost a dollar. With their 
money he has been profligate, he has 
loaned it indiscriminately to all who 
wanted to borrow and they too, though 
their doubtful paper is listed in the 
assets, are his staunch friends and sup- 
porters. He has been “‘a good fellow,” 
“a liberal contributor,” ‘“‘a progressive 
citizen,” “‘a victim of circumstances’ — 
on one notable occasion the return of 
the fugitive actually witnessed an out- 
pouring of the whole community in a 
popular homecoming welcoming. Only 
a few “unfortunates” are serving prison 
terms in “bankers’ row.” 

What does the current inventory 
show? Here are the main items (so far 
as available) set down in tabular form: 


Number of deposit protected 
banks ‘ 925 
"Total Geposits nn cecccceccceeneneenenneSf 254,510,641 
Total capital stock . 24,188,700 
Guaranty fund .. 2,209,913 

Number of failed banks ............. 86 
Total deposits (eighty-three 
banks) $ 29,131,355 
Nominal assets remaining 11,000,000 
Possibly collectible (estimate) 3,000,000 
Charged against guaranty 
fund 
Outstanding receivers’ certif- 
icates .......... 
Bankers’ conservation fund 











12,000,000 


1,600,000 
399,454 





The figures need little interpretation. 
Total deposits of failed banks charge- 
able against guaranty deposit fund 
equal 50 per cent. of the capital stock 
of the solvent banks. The annual regu- 
lar and special assessments for the 
guaranty fund are computed at six- 
tenths of 1 per cent. of average deposits 
and produce approximately $1,600,000 
a year. With the usual ratio of de- 
posits, the annual assessments are 
equivalent to over 6 per cent. of the 
capital stock. Losses yet to be paid 
out of the fund are estimated at $6,000,- 
000. To meet these accrued charges, 
the maximum assessment permitted by 
law must be continued- for several years. 
The solvent banks, therefore, must take 
care of their own losses and pay the 
losses of the failed banks before show- 
ing earnings for their stockholders. 








Who Pays the Upkeep? 

This raises the question as to who 
really pays what comes out of the banks 
through the channel of the guaranty 
fund. In one of the court decisions, 
the stockholder is likened in this respect 
to the taxpayer in his position relative 
to public funds; as if the stockholder 
were the ultimate bearer of the whole 
load. Obviously that cannot be strictly 
accurate in either case, for the effort 
is bound to be made to transfer the 
burden to other shoulders. The only 
shift the banker can make legitimately 
is by increasing his deposit accounts 
and loaning at higher interest rates. 
The guaranty fund has unquestionably 
brought greater deposit volume but the 
interest rate is always more or less com- 
petitive and rates above normal reflect 
poorer security and greater risk. Some 
experienced bankers insist that the ad- 
vantages flowing from the guaranty fund 
are fully worth the cost—others con- 
fess to a desire to be relieved and a 
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readiness to get out of the state and 
into the national banking system, but 
also an inability to find a practicable 
way to effect the change. Still others 
believe the recent lesson has been 
learned and see the solution in safer 
banking, more efficient inspection, and 
supervision, and the inevitable self- 
righting to follow deflation of specula- 
tive values, and then a rebuilding on 
sound foundations. It should be noted, 
finally, that there is no outspoken de- 
mand as yet for repeal of the Nebraska 
deposit guaranty law—the repaid de- 
positors far outnumber those called on 
to foot the bill. But wonderment is 
occasionally voiced as to whether, had 
the Supreme Court clearly foreseen 
later developments, it would have 
sanctioned the method of converting the 
property of the careful, solvent bank to 
the creditors of the insolvent. The les- 
son is the usual lesson of costly experi- 
ence—an exposure of mistakes to be 
remedied and pitfalls to be avoided. 


au 


A New Idea in Association Bulletins 


HE new “Service Bulletin” of the 

Merchants’ Association of New York, 
which replaced the association’s former pub- 
lication “Greater New York,” on January 
12, is something unusual in official publi- 
cations. It is designed only to further the 
purpose of the association, which repre- 
sents New York’s commercial interests in 
a collective manner, and it carries no adver- 
tising whatever. Collective action, how- 
ever, is predicated on the fact that members 
are kept informed of matters needing at- 
tention, and this is the sole purpose of the 
“Service Bulletin.” 

The digest of information is contained 
within a folder 9 inches long and 4 inches 
wide, convenient for carrying in the pocket. 

The reading matter within is contained 
on one side of pages slightly smaller than 
the folder cover. For the business execu- 
tive who wants to tear out some item of 
information and send it to one of his de- 
partment managers, a form is provided at 
the top of each page of the digest: 

To ree 


Report back to ——_________ 








The pages are wire stitched in one corner, 
making it possible to tear out any page 
without injury. 

Only such material as is of service to 
members is included, and even that is 
verbally condensed as though it were to 
be telegraphed. For example, the first issue 
contained: Four Year Term Suggested 
for Governor, Data for Traffic Relief, For 
Debt Treaty Approval, Customs Force In- 
adequate, Electrification of Steam Rail- 
roads in New York City, December Indus- 
trial Work, Ecuador Increases _ Import 
Fees, etc. There are some subjects, of 
course, which by their very nature cannot 
be covered in a brief report. These are 
included as inserts inside the folder, s0 
that they do not detract from the brevity 
of the main digest, and may be kept or 
discarded, as they prove useful. 

The bulletin is sent out to call attention 
to what the association is doing. In order 
to avoid monotony, it will not be published 
at any regular interval, but whenever there 
are certain matters that the association 
wants to bring before the members. 
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Modernizing Bank Credit Methods 
By Carlton P. Fuller 


INCE the right kind of “modern- 

izing’ never involves a complete 

break with the past, this article 
will attempt in no way to supplant the 
old credit beacons—‘Character, Ca- 
pacity, Capital.” It will aim rather, to 
suggest concrete improvements in 
method by which the three C’s may 
stand out more distinctly. 

Inasmuch as character is ascertained 
only by personal contact or references, 
and capacity is largely revealed by fi- 
nancial results, attention will be con- 
centrated on the use of capital, and the 
broad conditions which affect that use. 

The methods suggested are as ap- 
plicable to small banks as to large, 
even though the details of the applica- 
tion may vary in every case. Whereas 
the metropolitan bank may secure spe- 
cialists to study each line of businegs, 
the country banker is forced to be his 
own expert—which does not exempt 
him from utilizing the most efficient 
methods of procedure. 


I. Analyzing the Financial Set-Up of 
a Borrower 


Bankers are noted for their severe 
conservatism in analyzing the balance 
sheet, and they do well to class as 
“slow” all doubtful assets and to carry 
as “current” all questionable liabilities, 
but many steps which might profitably 
be standardized are left for mental 
classification by the loaning officer. 
These steps may be discussed under 
the two general headings of “funda- 
mental ratios” and “significant trends.” 

Again it may be pointed out that 
there is no suggestion of supplanting 
the familiar current ratio and the other 
time-honored tests of balance sheets 
and ineome accounts; the tests here 
given are additional and supplementary. 


A. Fundamental Ratios. 


The meaning of “ratio” is, of course, 
simply relationship and therein lies the 


significance of using financial ratios: the 
size of an item in the balance sheet 
or income account means absolutely 
nothing except in relation to the total 
or to the other items. These ratios 
are, then, the truest measure of a com- 
pany’s position. 

It is unnecessary to suggest to bank- 
ers the significance of each of the ratios 
listed here, for every banker has used 
most of them at some time, but usually 
as a mental comparison and not in a 
definite study. The suggestion is ad- 
vanced that many of the following ratios 
should be made fundamental tests in 
the routine analyses of the bank’s bor- 
rowing accounts: 


a. Ratio of 


1. Net profits to net worth. 

2. Net profits to volume of business. 

3. Operating profits to total capital 
used. 

4. Operating profits to volume of 
business. 

5. Expenses to volume of business. 

6. Property expenses (depreciation, 
insurance, taxes, etc.) to volume of 
business. 

7. Earnings left in business to total 
earnings. 

8. Non-operating income to expenses. 

9. Current assets to current liabilities. 

10. Current assets to total assets. 

11. Inventory to total assets. 

12. Receivables to total assets. 

13. Plant to total assets. 

14. Stockholders’ investment to bond- 
holders’ investment. 


b. Turnover of 
15. Total capital employed. 
16. Inventories. 
17. Accounts receivable. 
18. Plant. 


ce. Other relationships 

19. Cost of borrowed capital. 

20. Labor efficiency—production per 
employe. 
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Some of these ratios will be more 
vital in analyzing certain accounts than 
in others, but a thorough investigation 
will include them all. 

When the ratios are once obtained, 
the question will immediately arise as 
to what each ratio should be in the 
given case; what is normal or usual for 
companies in that line of business? 
That question has never been answered 
fully, although the Robert Morris 
Associates and J. H. Bliss have worked 
extensively in that direction. Of course 
no precise answer will ever be given, 
on account of the infinite variations in 
the set-up of corporations, but useful 
standards can be obtained; e.g., it 
helps a banker to know that the mer- 
chandise turnover of a retail grocery 
store should be ten times a year, while 
that of an automobile manufacturer 
would fall closer to three times. 

In addition to using the rather 
meagre published standards, each 
banker will find that he has a fairly ac- 
curate conception of what the perform- 
ance in each line should be, and if he 


will bring together all his analyses for 
each industry, he will soon be able to 
make out for himself more concrete 
norms. 


B. Significant Trends. 

The fundamental ratios are indis- 
pensable tools—but they are only the 
tools for use in interpreting the finan- 
cial progress of a company. Moreover, 
the ratios for a single year do not re- 
veal the point of greatest interest 
“which way is the company headed?” 

The analyst should always have in 
mind, not merely what is the present 
condition, but also, how does it com- 
pare with the past, and what does this 
comparison indicate for the future. It 
is not enough to know that the ratio 
of operating expenses to gross sales was 
80 per cent. in 1924; that might be 
favorable if it showed a steady decrease 
from five years ago (e.g., 1920, 90 
per cent.; 1921, 87 per cent.; 1922, 
85 per cent.; 1923, 84 per cent.) or it 
might be a danger sign if it had risen, 
say, from 60 per cent. in the last few 
years. 
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Trends tell the story. But they 
do not tell the whole story. Back 
of each trend is a _ cause, which 
must be unearthed before an accurate 
interpretation of the figures is possible. 
An adverse trend might well be due 
to conditions in the industry over which 
the management had no possible con- 
trol; nevertheless, the banker should 
be aware of that trend, as will be 
pointed out again later. 

A study of trends enables a loaning 
officer to do something besides turn 
down a loan on a general hunch; he 
can make suggestions of definite value 
on particular points. Instead of say- 
ing, “We don’t quite like the looks 
of your last balance sheet;” he can say, 
“Your plant is growing too fast in com- 
parison with the rest of your resources; 
sell that branch factory.” 

Possibly one reason why many bank- 
ers have paid less attention to trends, 
particularly those over a period of 
years, than to present conditions is the 
short duration of most commercial 
loans. If he is well satisfied that the 
loan can be repaid in three or six 
months, the officer refuses to worry 
about the more distant future. When 
he is underwriting a bond issue, he is 
more concerned about that future, and 
many bond houses have made much 
deeper analyses of companies, based on 
the ratios and trends here mentioned, 
than have the banks handling accounts 
of the same companies. 

While this difference in attitude is 
easily understood, it rests on the false 
assumption that three to six months is 
the limit of a commercial bank’s obli- 
gation to its customer. Any banker 
knows how easy it is to become tied 
up to a concern more or less perma- 
nently, despite all rules about clean- 
ing up once a year. And any account 
which is worth taking on, is worth 
studying with the idea that the rela- 
tionship is going to last many years. 
The commercial borrower should re- 
ceive just as careful analysis, from al- 
most as long a point of view, as the 
bond issuer. 

The whole question of trends is 
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fundamental to the understanding of a 
company’s prospects. 


II. Studying the Customer’s Line of 
Business 


The step beyond analyzing a bor- 
rower’s own position is investigating the 
condition of his industry in general. 
This is always done by every loaning 
officer, but usually in a haphazard sort 
of way. 

Some of the larger banks have rec- 
ognized the necessity for more careful 
checks on industrial . situations, which 
often outweigh the condition of an in- 
dividual company, by organizing their 
credit departments in industrial sec- 
tions—textiles, food products, metals, 
retailers, etc.—each section to handle 
the accounts in that line of business. 
They have recognized it also by ap- 
pointing officers from various fields who 
will be able to handle accounts in that 
line more intelligently than the pro- 
fessional banker. 

While the small bank cannot hope 
to engage a specialist for every industry 
in which it is interested, its officers and 
credit department (if any) can make 
the lines of analysis here indicated just 
as much a vital part of their routine 
as the metropolitan bank. Instead of 
guessing that a packing company cus- 
tomer will have to pay less for cattle 
and hogs next fall, the small, as well as 
the large, banker can get Department 
of Agriculture facts and study the corn- 
hog ratio. 

There are four general lines of 
analysis for any banker to pursue in 
studying an industry: 


A. Seasonal Changes 

Seasonal variations in such industries 
as ice, straw hats, and agriculture in 
all its forms are an old story to every- 
one interested in them. Department 
stores always expect their heaviest trade 
in December, and lumber dealers do 
best in the spring. But that is as far 
as most analysis goes. Although a 
credit man usually knows that more 
brick is always sold in the spring, he 
rarely knows just how much more is 
usually sold in April than in March. 
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Lacking this definite knowledge, it 
is easy to mistake for a seasonal change 
in a company’s business, one due either 
to internal causes or to the broad busi- 
ness changes which will be mentioned 
later. Fortunately it is easy enough to 
measure this seasonal influence if five or 
more years’ experience is available. 
Several methods are used and taught by 
statisticians, but a simple and useful one 
for practical business men is to average 
each January, each February, etc., for 
the period available and express each 
average as a percentage of the average 
for all twelve months. This gives an 
index of the normal seasonal variation 
for each month, and dividing the actual 
figures by the indexes will eliminate 
that variation. The figures are still 
influenced by long-time growth and ab- 
normal changes, but give a fair index 
to the seasonal swings. 

The borrowing schedules of a great 
many companies are based almost en- 
tirely on the seasonal character of their 
business, and the banker who is well 
fortified with an accurate knowledge of 
that seasonal fluctuation in the industry 
is at an advantage in dealing with such 
customers. 


B. Long-Time Growth. 

A strong influence which may easily 
upset the interpretation of the trends 
a company’s figures seem to show is 
long-time, or year to year, growth in the 
industry (technically known as secular 
trend). A borrower may proudly an- 
nounce to his banker that his company 
has made a new sales record every year 
for the past decade. The banker should 
know that such a record is only normal 
for any company that keeps up with the 
growth of the country. He should ask, 
“How large has the growth been each 
year?” Anything over, say, 3 per cent. 
a year will mean real progress. 

But some industries grow faster than 
others; witness the classic example of 
automobiles. Consequently a banker 
needs to have a pretty good idea of what 
to expect in each line of business. 
Whether he takes an approximate meas- 
ure by averaging the per cent. change 
for the last ten or twenty years, or 
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takes advantage of some complicated 
statistical formula, makes less difference 
than the fact that he recognizes the 
presence and effects of long-time 
growth in studying any industry. 

C. Supply and Demand in an Industry. 

No industry can be studied intelli- 
gently without encountering the factor 
of prices, which are, of course, basically 
determined by the well-known law of 
supply and demand. A manufacturing 
customer will furnish two such prob- 
lems, the supply and demand relating to 
his raw materials, and that relating to 
his product. 

Let us consider what a loaning of- 
ficer should know or find out about a 
broad-silk manufacturer in this connec- 
tion. First, the raw material situation: 
he would find convenient figures fur- 
nished monthly by the Silk Association 
of America which would tell him the 
stocks of raw silk in warehouses, the 
imports during the month, and the de- 
liveries to mills; he could also get an 
approximate figure on the current crop 
in Japan. That would give him all he 
would need to know on raw materials, 
with the addition of price quotations, 
of course. Closely allied to the raw 
materials would be the labor situation, 
on which state employment figures 
would throw considerable light. When 
he came to examine the supply of fin- 
ished broad silks in relation to the de- 
mand for them, he would find a more 
difficult task, for no association collects 
such figures for distribution. The 
banker would have to rely on the cus- 
tomer’s information, and on such con- 
tributory sources as department store 
sales. If he had a tire manufacturing 
customer, he could get the production, 
stocks, and shipments of casings from 
an official source every month. 

Such studies do not involve any great 
amount of extra work; they merely 
bring down to definite form the mental 
processes which an officer uses in 
judging a risk, just as the credit file 
now aids the credit department once 
carried entirely under the hat of the 
cashier. If results are set down in the 
graphical form recommended below, 
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they are instantly grasped and always 
accessible. 


D. Customs and Terms in an Industry. 

In any line of business there exist 
many technical factors which are im- 
portant considerations in the granting 
of credit. It is only necessary to men- 
tion season datings, trade discounts, 
and inspection requirements to call to 
mind the host of others which all have 
an influence on the need for bank ac- 
commodations. A banker would do well 
to set down these customs and terms for 
guidance in loan discussions. 


III, Following the Course of General 
Business 


With a customer’s financial condi- 
tion thoroughly analyzed, and the situ- 
ation in his industry clearly outlined, 
the credit man still has to consider the 
effects of general business conditions. 
Bankers have long been more familiar 
with the general situation than any 
other class of business men, because of 
their varied contacts and the broad 
scope of money and credit. 

In recent years, however, many facts 
and many methods have become avail- 
able which aid immensely in keeping 
track of the increasingly complex busi- 
ness situation. Many bankers have 
welcomed them and adopted them in 
their monthly letters, while there are 
still some who swear by the old intui- 
tive methods and forswear statistics 
and all their kind. An efficient loan- 
ing officer must make use of all the 
aids to understanding he can find. 

His predecessor found pig iron pro- 
duction a sufficient index to general 
business conditions, and it is still a 
good one, but he finds an improvement 
in the production index which the Fed- 
eral Reserve Board compiles. A banker 
nowadays finds available many facts 
which ten years ago were impossible 
to secure. He can size up the situa- 
tion logically, starting with the supply 
of raw materials from mines and farms, 
through the manufacturing processes, 
into wholesale channels, and _ finally 
through retail sales. At some of these 
stages he can get information on stocks 
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of goods. For the whole country, he 
can obtain the facts on employment. 

All this data gives the banker some 
idea of the business cycle and holds an 
inkling of what to expect in coming 
months. In using the figures, he will 
be guided largely by the interpretation 
of the leading bank letters and the re- 
liable business services. While these 
frequently disagree, they will give him 
different points of view from which 
he can make up his own mind. The 
important thing is to take into consid- 
eration definite facts, not a hunch, re- 
garding the business situation when 
granting credit lines. 

The “business cycle” will be the 
framework on which he hangs his facts. 
Although it is a subject of study only 
in its infancy, it is widely enough com- 
prehended in its general aspects not to 
require elaboration here. 


IV’. Some General Improvements in 


Methods 


A. Graphical Presentation. 

The business man who has been used 
to grasping long columns of figures 
sometimes objects to a chart as “a new- 
fangled notion.”” He should be con- 
verted to the use of this very con- 
venient tool by the explanation that it 
does not take the place of figures, but 
aids in their interpretation. In fact, 
every business man’s chart should be 
accompanied by the figures on which 
it is based. 

There is no mystery about the con- 
struction of charts; indeed, a chart 
which is not as plain as day is a fail- 
ure. Any intelligent clerk can make 
them, and with a little practice can 
make them rapidly. 

The great advantages of setting down 
figures graphically are two: (a) sim- 
plicity, and (b) revelation of trends. 
It is. therefore, suggested that the 
various ratios for individual compan- 
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ies, and the figures for industrial con- 
ditions and general business, be pre- 
sented in this form to obtain the ut- 
most benefit from their use. 
B. Facts That Are Definite. 

It has long been the habit of credit 
men to insist on accurate balance sheets, 
but beyond that the granting of credit 
has frequently depended on generali- 
ties. A company will, for example, re- 
port that “business is better now,” and 
the credit man will be more cheerfully 
disposed, without asking “How much 
better?” and “Better than when?” 

Facts can be measured. In many 
cases the seeker after credit is unable 
to furnish that measurement, but the 
banker will be doing him a service to 
insist that quantitive facts be unearthed 
and presented. They will surprise the 
business man himself more than the 
banker. 

The business of securing definite 
facts instead of very general estimates 
is mostly a habit of mind, and one which 
a dispenser of credit would do well to 
cultivate. 


C. General Economic Point of View. 


No pursuit requires a broader out- 
look than banking. There was a time 
when the banker could confine his at- 
tention to his own town or state, and 
not so long ago his interest was merely 
nation-wide. Today he follows world 
movements, and finds that they vitally 
affect his local interests. Leading 
bankers are frequently leading econo- 
mists. 

It is this broad, impartial attitude 
which should be applied to the granting 
of credit. Since the use of credit is 
so largely making economic movements 
nowadays, can the loaning officer do 
better than to study those movements, 
analyze his customers fully, and see 
how the two fit together and where they 
are tending? 


ay 





A Dozen Rules for Sound Credit 


ALLING attention to twelve in- 

gredients for healthy business, 

J. H. Tregoe, executive man- 
ager of the National Association of 
Credit Men, says that a large part of 
the success of his association’s million 
dollar commercial fraud fund depended 
upon the adherence of business men 
to these dozen rules. 

“There are twelve ingredients in the 
cure for commercial fraud. They are 
a dozen general principles that every 
credit manager should know, but which 
he sometimes overlooks. They are here 
re-iterated for the attention of business 
men who are not thoroughly trained 
in credit work and for the embryo 
credit men in hundreds of credit de- 


partments. 
“1. Preserve all financial statements 
and the envelopes in which they are 


mailed. Be sure these statements are 
dated and signed and have the credit 
manager and his assistant affix their 
signatures to the envelope. 

“2. Determine whether or not a fi- 
nancial statement is really a financial 
statement. Round numbers are insuf- 
ficient to indicate the state of a busi- 
Look behind the statement and 
see that it tells where the assets are 
and whether or not it indicates any lien 
against them such as a mortgage. 

“3. Do not be satisfied with financial 
Look up a_ prospective 
debtor’s history more than five years 
back. . 
“4, Obtain national experience of 
ledger information about a customer 
through credit interchange bureaus. 

‘5. Determine whether or not the 
customer is endorsing notes for other 


ness. 


statements. 


persons. 

“6. Where possible inquire of a man’s 
trade association and his bank. 

“7, Check carefully the man who has 
made compromise settlements. 

“8. Check carefully the first unso- 
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licited order. Beware of easy orders; 
large emergency orders; and careless- 
ness that may accompany speed in 
checking. 

“9. Watch out for unwarranted orders 
such as increased orders when business 
conditions or the season in an industry 
does not warrant them. Accounts soon 
pyramid in this manner by orders that 
constantly increase. 

“10. Beware of the man who buys 
big orders on long time future pay- 
ments out of proportion to his past 
sales. 

“11. Note whether or not a firm al- 
most consistently fails to have its cor- 
respondence and orders unsigned or 
the concern which does not confirm 
orders. 

“12. Watch for similarity of names 
and stationery. Become familiar with 
firm names and their characteristic 
stationery. 

“Tf the business burglar should fool 
you, proceed with dispatch, but also 
with proper preparation, in recruiting 
the assistance of the fund. Here are 
four steps in this procedure. 

“1, Gather all financial statements 
received from the bankrupt. 

“2. Communicate with other firms 
that you know or believe have done 
business with the crook and discover 
whether or not they have any of his 
financial statements. 

“3. Gather all facts that have the 
slightest indication that criminal fraud 
has been perpetrated. 

“4. Present all your data to the 
Credit Protection Department in your 
district. 

“In the first eight months that the 
Credit Protection Fund was in opera- 
tion there were about 500 cases han- 
dled, nearly 150 indictments were ob- 
tained, about thirty convictions were 
made and almost $100,000 was re- 
covered in assets.” 





Our Friend, The Customer 
By Dale Graham 


Advertising Manager, Mississippi Valley Trust Company, St. Louis 


é¢ Bae Customer is Always Right” 


is a slogan adopted by a num- 

ber of hotels and various other 
business organizations. While they do 
not always adhere to this principle in 
practice, generally speaking the custo- 
mer, under the competitive conditions 
of the present day, is treated with great 
respect—almost reverence. 

Yet, the writer doubts if there is any 
other branch of business that stands 
in such awe of the customer as do the 
banks, particularly the smaller institu- 
tions. 

In many cases, anything short of 
closing the bank is considered more 
desirable than offending a customer, 
no matter how worthless his business 
may be. Somehow, it is felt to be 
better to carry an account at a loss 
than even to intimate to its owner the 
true state of affairs. 

Whether this feeling is justified or 
not, it exists in a great many banks. 
No doubt it is engendered by a reluc- 
tance to permit the customer to go to 
a bank across the street, or by a re- 
alization that a successful bank must 
stand high in popular esteem and that 
no irate customer should be turned 
loose upon the public, or by a knowl- 
edge that there exists a general lack 
of understanding of banking principles 
and a fear that the bank’s position 
could not be made clear. But are 
bankers not unduly afraid of their 
customers? 

It is known that the banks are af- 
flicted with a disease—unprofitable ac- 
counts. It cannot be remedied without 
bringing the customers into the nego- 
tiations. Can it be remedied safely, or 
is it best to leave conditions rest as 
they are? 


In the case of disease of the human 
body, a physician first diagnoses the 
case and then determines what remedy, 


if any, may be employed. He studies 
the disease itself and the conditions 
that contribute to it. He studies the 
possible effects, both good and bad, of 


the medicine he plans to administer. 

Would we not help ourselves by 
adopting the physician’s scientific meth- 
od? Should bankers not make an X-ray 
of the customers with whom they are 
dealing? Should they not determine 
why unprofitable accounts exist and 
what, if anything, can be done about 
them? 

Let the banker make this X-ray pic- 
ture of the average customer and look 
at him as he really is. If a report is 
made of the findings, it probably would 
read something like this: 

The customer is an ordinary human being 
with ordinary intelligence, but with very 
little understanding of banks and banking 
principles. He is probably a church goer 
and believes in the Golden Rule. He wants 
to play fair. He does not like to be 
swindled or overcharged, but wants to pay 
a fair price for everything he gets. He has 
considerable self respect and wants to be 
well thought of, not only by his neighbors, 
but also by his bank. He would not want 
his friends to think that his account was 
not highly regarded by the bank. He is 
not unreasonable and in no sense of the 
word is he a hard-boiled egg. 

This analysis would indicate that the 
customer might not be so unapproach- 
able on matters relating to his account 
as is often presumed. These are the 
things that remain to be done. 

1. Educate the customer to understand 
the fundamental principles of the banking 
business. 

2. Determine that the account is unprofit- 
able and devise a simple analysis that will 
prove it to the owner. 

3. Try to remedy the situation. 


Educating the Customer to Appreciate 
the Banking Business 


There is a woeful lack of understand- 
ing on the part of the public not only 
on the subject of how banks operate, 
but also why they exist and the impor- 
tant place they fill in the community. 
Often they are thought of as insidious 
parasites that sap the life blood of in- 
dustry, and of labor in particular. 
They are called the tools of Wall 
Street. They are thought to become 
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unconscionably rich at the expense of 
the people. 

The average person does not realize 
that our complicated system of civi- 
lization could not function without 
banks. He does not comprehend how 
these financial institutions gather to- 
gether from many depositors various 
sums, large and small, and form res- 
ervoirs of credit for financing manu- 
facturers, crop movements, public im- 
provements, and literally thousands of 
constructive enterprises. 

But he could be made to understand 
by a simple explanation if the banker 
would just take time to give it to him. 
Two minutes of conversation like the 
following, for instance, should be suf- 
ficient to convince the most radical per- 
son that ever stepped into a banker's 
office. 


Let us suppose, Mr. Blank, that we were 
in a community where there are no banks. 

Suppose there were a thousand people 
who had more money than they needed for 
the month’s requirements. ‘They wanted it 
to be safe, and, if it was a sizeable sum, 
to be productive. But they didn’t know 
where to lend it. So each had to start out 
to find a borrower who needed just the 
amount he had to lend. 

Surely, the lenders would have to give 
up their jobs and devote their entire time 
to finding responsible borrowers! And, very 
often, they would be incapable of determin- 
ing which were responsible borrowers. 

No, that would not be practical. 

On the other hand, suppose there were 
horrowers—merchants who needed  tem- 
porary funds to carry over seasonable 
stocks, manufacturers who needed money 
to buy raw material, farmers who had to 
harvest their crops. The lenders wouldn’t 
know who these people were, neither would 
they know who the lenders were. So they 
would have to start out on an equally 
ridiculous search for people who were 
willing to let them have money. 

Some of them—the manufacturers, for in- 
stance—would need more money than any 
one or two lenders (yes, perhaps ten 
lenders) would be able to furnish them. This 
would complicate their problem exceedingly. 

So that would not be practical, either. 

Suppose there came a man who got some 
moneyed people together and started a bank. 
The institution was subjected to laws and 
regulations and was a safe and convenient 
place for each of the thousand lenders to 
keep his money. Furthermore, it was an 
easy place for the merchant, the manufac- 
turer, and' the farmer to go when they 
needed funds. But they could get money 
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only if they deserved it. And the banker, 
having made a study of credits, could form 
quick and accurate decisions. 

Now, Mr. Blank, don’t you see that banks 
amass idle money, guarantee its safety for 
their customers, and lend it to enterprises 
that build up communities? Don’t you see 
that if you should take banks and bank 
credit from the nation, industries would 
stop, men would be thrown out of work and 
soon law and order would fail? 

At the end of a simple explanation 
like this the radical thinker would al- 
most be forced to admit that banks do 
not break communities, but, rather, 
make them. 

Some of the prejudice that may ex- 
ist against banks is based on an idea 
that they are owned exclusively by the 
rich. Of course this is known to be 
erroneous. Almost any banker can 
point out that his institution is owned 
by many stockholders, some in very 
moderate circumstances. He can point 
out that when a customer deals with 
a bank he deals with an institution 
owned in part by some of his own 
neighbors and friends. 

A great many small customers have 
it in for their banks because they have 
been unable to obtain all the loans they 
desire. What they need is education in 
banking fundamentals, 

The customer should know that the 
banker’s primary responsibility is to his 
depositors—that bank deposits are de- 
mand deposits subject to immediate 
withdrawal. He should know that it is 
the banker’s duty to keep the assets of 
the institution quickly available, or in 
liquid form, and that in determining 
whether a loan shall or shall not be 
granted, he must consider not only the 
borrower’s ultimate ability to pay, but 
his ability to pay quickly. Applicants 
for loans might have unquestionable 
assets, yet, if they were such as could 
not be turned into money immediately 
or on short notice, the bank might be 
placed in a serious position before col- 
lection could be made. 

To commercial borrowers, it should 
be explained why liquidity is essential— 
why a good ratio of quick assets to 
current liabilities must be maintained 
in order to make a bank loan acceptable. 
The small customer can be shown that 
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Specimen account anette sheet used in determining customer’s average daily balance 
and to find to what extent he is checking against float 


his failure to keep accurate books and 
render satisfactory statements handi- 
caps his ability to borrow. 

Another thing that perplexes a good 
many customers is the fact that discrim- 
ination is often made in the matter of 
interest rates. But it is easy to explain 
that a large customer frequently com- 
mands a better rate for two reasons: 
First, he maintains better deposit bal- 
ances and a bank makes a profit from 
his business; second, he furnishes a 
clean-cut audited financial statement 
and the administrative expense of lend- 
ing a large sum is less than that of 
lending the same amount of money to 
fifty various individuals or concerns, 
each requiring full investigation by the 
officers and credit department. 

The first reason explains why banks 
often require a deposit balance of a cer- 
tain percentage of the customer’s bor- 
rowings. A bank is a service institution. 
It has heavy demands for loans, and 
naturally must favor its deposit cus- 
tomers. 


He that would be a borrower must 
naturally expect to be a depositor. 


The Unprofitable Account 


Perhaps the customers who need the 
most education are those who check 
against float and those who maintain 
very small balances. City banks have 
very elaborate systems of analysis, not 
only to determine for themselves what 
accounts are profitable or unprofitable, 
but to have something to show the cus- 
tomer himself in explanation. 

Even the smallest bank can use the 
simple analysis illustrated on this page, 
to determine whether a customer is 
checking against float, and may use that 
analysis to educate him to see the in- 
justice of such a practice and to con- 
vince him that he should carry a better 
balance. 

Most small customers do not realize 
that their accounts are not profitable; 
and, if the banks do not tell them, they 
cannot be blamed for maintaining bal- 
ances that do not compensate for thie 





388 


expense of handling these accounts. 

The public does not have a clear con- 
ception of how a bank makes money. 
Many people imagine a bank has magic 
ways of earning—almost coining it. 
Somehow, they think that a hundred 
dollars deposited on Monday means 
about a hundred dollars profit for the 
bank, even if the money is withdrawn 
on Friday. 

Yet, if they stopped to think about 
it, they would realize that all a bank 
receives is the interest on the loanable 
funds remaining after the necessary 
legal and cash reserves are deducted. 

But any one with a pencil and a scrap 
of paper could figure out this analysis: 


Amount of deposit 
Legal and cash reserves . 


eoeeeeeed 100.00 
15.00 


Loanable funds $ 85.00 


Income for one month at 6 per cent. 42 


Thus, it can be shown that a bank 
earns only about 42 cents gress per 
month on each hundred dollars deposit- 
ed, if no interest is allowed the cus- 
tomer. Even this amount is dependent 
upon an income of 6 per cent. from 
loans. which is higher than the normal 
average rate of return. 

Out of this 42 cents income per hun- 
dred dollars of deposits, the bank must 
pay overhead expenses such as salaries 
of officers, clerks, tellers, bookkeepers, 
and cost of machinery, light, power, 
building, expense, rent, ledgers, check 
books, statements, pass books and many 
various services. 

The writer thinks we can depend 
upon our X-ray of the average bank 
customer and assume that he is an 
ordinary human being and wants to do 
what is fair. That he is quick to see 
the injustice of the small account has 
been proved in nearly one hundred cities 
that have adopted service charges. 

For many years the banks in these 
cities also stood in awe of the borrower, 
and refrained from asking what they 
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knew to be only their just due because 
they were afraid of prejudice and un- 
favorable advertising. Through co- 
operation in some cases, and without it 
in others, service charges varying from 
50 cents to $1 a month have now been 
placed on checking accounts falling 
under various minimums. In no in- 
stance, as far as the writer knows, has 
such a charge been abandoned because 
it was unsuccessful. In no instance has 
the number of disgruntled customers 
come near approaching the number of 
people who, after the proper explana- 
tion had been made to them, saw the 
justice of the bank’s position and either 
willingly paid the charge or increased 
their balances. 

The Missouri Bankers Association 
has prepared and furnishes to its mem- 
bers at cost a series of educational book- 
lets—each of which takes but a minute 
or so to read—setting out in clear lan- 
guage some of the cardinal principles 
of banking and the proper relation of 
banks to the public and to customers in 
particular. This is but a step toward 
bringing about a better understanding, 
and enabling the banks to reduce the 
number of unnecessarily unprofitable 
accounts. These booklets merely re- 
lieve the banker from telling his story 
to the customers personally. 

In the banking business today nearly 
all of the evils and unsatisfactory sit- 
uations that exist between banking in- 
stitutions and their customers can be 
remedied by a better education of the 
public to what the banks do and have 
a right to expect. It is a great under- 
taking to try to bring about a thorough 
knowledge on the part of the people— 
one that probably never will be accom- 
plished. But as the years go by 
bankers can build greater banks and a 
greater nation by bringing themselves 
into a better understanding with our 
friend, the customer, and drawing him 
closer to them. 


an 





Educating the Public on Value of Life 
Insurance Through Scholarship Contest 


Detroit Bank Opens $5000 Scholarship Essay Contest on 
Contest on Subject of Life Insurance 


ship essay contest, this year on the 

subject “The Advantages of Life 
Insuranee,” the Union Trust Company, De- 
troit, entertained upwards of 500 guests at 
a dinner-meeting recently at the Hotel Stat- 
ler in that city. Those present included the 
heads of all Detroit insurance agencies, high 
officials in the insurance world, and senior 
class presidents, principals, editors and 
superintendents of 130 high schools in and 
near Detroit. 

This contest is unique for, as far as 
known, no similar program to educate the 
public on the value of life insurance has ever 
been attempted by any trust company. Five 
scholarships of $1000 each will be awarded 
to those submitting the five best essays 
which are limited to 2000 words. Winners 
may select any standard college in this 
country. Three prominent citizens of 
Michigan will act as judges. 

“We chose the subject of life insurance 
on account of its great economic and social 
value. Not a day passes but what we ob- 
serve in our offices the good that life in- 
surance is doing for our friends—the public. 
So firmly do we believe in it that we have 
just emblazoned on large poster boards 
located at strategic points about the city 
the words ‘We Believe in Life Insurance,’ ” 
said President Frank W. Blair, in comment- 
ing on the contest. “These contests are 
conducted by the Union Trust Company 
with one purpose in mind—to stimulate the 
interest of high school students in the great 
economic and financial subjects with which 
every American citizen should be ac- 
quainted.” 


| AUNCHING its third annual scholar- 


School officials and librarians are aiding 
in many ways. A bibliography has been 
prepared by the Detroit Public Library and 
a copy is being furnished to each contestant. 
It contains over 350 references on the sub- 
ject of life insurance. School principals 
have arranged speaking engagements before 
senior classes for a representative of the 
trust company to outline the plan and pur- 
pose of the contest. Literature and bulle- 
tins are being distributed by senior class 


presidents. Articles concerning the contest 
are being carried in high school papers. The 
Detroit Life Underwriters are assembling 
reference books containing scores of life 
insurance booklets and will furnish one to 
each high school. 

Frank L. Jones, president National Asso- 
ciation of Life Underwriters, Indianapolis; 
Winslow Russell, vice-president Phoenix 
Mutual Life Insurance Company, Hartford, 
Conn.; Edwin L. Miller, assistant superin- 
tendent Detroit Public Schools; and John 
A. Reynolds, assistant vice-president Union 
Trust Company, were the principal speakers. 
An insurance film, “It Might Happen to 
You” received much applause. 


Social Aspects of Life Insurance 


Speaking on the subject “The Social 
Aspects of Life Insurance,” Mr. Jones said, 
in part: “Life insurance is getting out into 
the economic and social institutions of man 
until we can almost say that it is bought 
today in as large quantities for other pur- 
poses as for the purposes of the family. 
The object that man has and which he is 
ever conscious of, is the maintaining of the 
social group in which he lives. Therefore, 
in the strictest sense, life insurance has as 
its use, especially, the maintaining of social 
standards and the social group. We worship 
in groups; we educate in groups; we live 
in groups; we perform our business. in 
groups. In all groups, whatever they may 
be—the transportation group, the home 
group, the banking group, the church group, 
the educational group—life insurance is 
taken for some purpose which describes 
and maintains, and, of course protects the 
relationship which man has to those various 
groups. 

“I might say for the benefit of the school 
men here, the educators here, that they 
have no greater help to education today 
than life insurance. I would hesitate to 
say, because I have not even the near 
figures, how many boys and girls in this 
country today are getting their college edu- 
cations on the proceeds of life insuranc? 
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policies which their parents took. They run 
into the hundreds and thousands, single com- 
panies having fifty, sixty or seventy thou- 
sand such _ policies—policies which will 
provide college educations for the children 
of these men and-women who took insurance. 
It can be truly said that life insurance is 
solving this one great fundamental and 
social problem of life. 

“One of the outstanding social problems 
in America is that of the proper relation- 
ship of employer to employe. About four 
years ago that problem was attacked by life 
insurance; and today, the only practical 
solution—not in whole, but in part—of that 
very intricate problem, is the scheme of 
group insurance that we have. Many com- 
panies have this problem. It is a social 
problem. It is being attacked. It is being 
settled and helped by life insurance. 

“The great problem of benefactions and 
charities, one of our great social problems 
in this country, is solved almost wholly by 
charity. We are just now beginning, in life 
insurance, to help solve that great human 
desire to be charitable, so that you can 
deposit simply the interest of the money 
each year up to the time of your death, and 
then leave whatever you want to from $1000 
to $2000, $10,000, $50,000 or $100,000—in 
other words, this great social desire which 
you and I have to carry on the work of 
society, will finally be solved, in my opinion, 
in a great measure by life insurance.” 


Life Insurance as a Business Stabilizer 


Mr. Russell, who spoke on the subject 
“Putting Life into Life Insurance,” opened 
his remarks as follows: 

“Life insurance is 
greatest stabilizers. To be that. it must 
represent life, and not death. Take away 
from our American business life the funds 
that are accumulated for keeping life in our 
homes, and heat, power and transportation 
projects would be forced to deterioration, 
for very large sums are invested in the se- 
curities of public utilities, power plants and 
transportation enterprises. Much of the 
food that is consumed in the City of Detroit, 
and in every other city is made possible 
by a very large amount of policy holders’ 
money, loaned through mortgage loans upon 
the farms all through this country. Many 
millions of dollars are loaned annually. Ten 
billion dollars of the accumulated money re- 
serves of the policy holders of American 
life insurance is invested at this time in 
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worthy and carefully selected enterprises. 

“Life insurance is a stabilizer of credit, 
No conservative banker would extend credit 
far unless he could be assured that it was 
protected, in order to prevent losses upon 
others, through life insurance taken out to 
protect that credit. 

“Another side of the picture: Over here 
on one of your streets in Detroit is a home. 
The heat, light and food used there are very 
closely related to the life insurance pre- 
miums that may be paid even by people on 
the opposite side of the street. The funds 
of life insurance companies help to build the 
homes. The owner of the home had two 
choices; he had the choice of deferring to 
those who might be left the responsibility 
of attempting to keep life in that home, 
with all of the care and worry that that 
may mean, or, of proceeding in an orderly 
manner to keep life in that home. He chose 
the latter way. The first thing he did was to 
consult an officer of a trust company, be- 
cause he realized, as he thought it through, 
that his wife had other problems than 
business affairs. She knew little of stucks, 
bonds and mortgages. Her attention had 
been given to keeping the home in order, 
and raising the family. When the repre- 
sentative of that trust company called on 
her, he might have taken the words in part 
of a great leader of earlier days, and he 
might have said, ‘I have come to bring you 
life more abundantly, because your hus- 
band provided for you through life insur- 
ance. He arranged with us so that you are 
to be relieved of all the business problems 
of this home. The mortgage, through life 
insurance funds, has been paid by us, and 
your home is free for you and the children. 
You will receive a check each month 
to pay bills that are necessary. When the 
taxes on the home come due, you need not 
worry about them. He has provided it so 
that we shall draw checks to keep those 
taxes vaid. And, as the children become of 
college age and are in need of that educa- 
tion, he has also provided a fund which we 
shall dispense for him, in order that the 
children may be properly educated.’ 

“For a long time, we in the life insurance 
business have thought that our job was to 
create estates. Then, during the later 
months and years, it dawned upon us that 
only half of our job is done when we create 
estates, and that the other half of the job, 
which is just as essential as the creation of 
the estates, is their conservation.” 
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A Distinctive Service for 
Your New York Business 


THE 


MECHANICS & METALS 
NATIONAL BANK. 


OF THE CITY OF NEW YORK. 


Deposits, Dec. 31, 1925, $332,000,000 


G. W. McGARRAH JOHN McHUGH 
Chairman of the Board President 





























THE OIL CITY NATIONAL BANK BUILDING, 
OIL CITY, PENNSYLVANIA 


A to our already large list of banks 

erected in the Pittsburgh District is the 
new Oil City National Bank Building—a 
stone structure of monumental proportions, 
with unusually spacious banking quarters 
and commodious rental spaces. 


Design, Engineering Service, 
Construction «Management by 


WEARY AND ALFORD COMPANY 


Bank and Office Buildings 
1923 Calumet Avenue 
Chicago 
































Rights of Collecting Bank Where Drawee 
Bank Fails Before Check Is Collected 


Commercial Bank and Trust Company v. Minshull, State Supervisor of Banking, 
Supreme Court of Washington, 242 Pac. Rep. 29. 


QUESTION was presented in this 
A case as to whether a bank receiving 

checks for collection could set off 
the amount of the checks against the de- 
posit of the drawee bank where the drawee 
bank failed before the checks could be col- 
lected. It was held that the collecting bank 
had this right of offset. 

It was the custom of the plaintiff bank 
to receive from other banks checks drawn 
on the Bridgeport State Bank, to give the 
depositors credit at the time of the de- 
posit and to permit them to draw immedi- 
ately against the credit. ‘To offset the ex- 


pense incurred by the plaintiff bank in 


carrying on this custom, the Bridgeport 
bank kept a deposit with the plaintiff. 

On September 26, 1923, the plaintiff bank 
forwarded to the Bridgeport bank a num- 
ber of checks drawn upon the latter, which 
the plaintiff had received from its deposi- 


tors. The plaintiff gave the depositors 
credit for amounts of their respective de- 
posits and the same were drawn against. 
Before the checks in question could be col- 
lected, the Bridgeport bank failed. In this 
proceeding by the plaintiff bank against the 
State Superintendent of Banking, it was 
held that the plaintiff could set off the 
amount of the checks against the Bridge- 
port bank’s deposit with it, and it was 
further held that this right was not affected 
by the fact that the plaintiff bank had 
reserved the right to charge back to its 
depositor uncollected checks. 


Action by the Commercial Bank and 
Trust Company against J. C. Minshull, as 
State Supervisor of Banking, and another. 
Judgment for plaintiff, and defendants ap- 
peal. Affirmed. 


OPINION 


FULLERTON, J.—The Bridgeport State 
Bank, of Bridgeport, in Douglas county, 
was taken over because of insolvency 
by the State Supervisor of Banking on 
September 28, 1923. For a long time prior 
thereto the respondent, Commercial Bank 
and ‘l'rust Company, of Wenatchee, in 
Chelan county, was its principal correspond- 


ent bank. It was the custom of other banks 
in the counties adjoining the County of 
Douglas, which should acquire paper pay- 
able by the Bridgeport bank, to forward 
the paper for collection through the 
respondent bank. The respondent bank, on 
receiving paper of this sort, would credit 
the face amount thereof to the bank sending 
it, and allow such bank to check or draw 
against the account at once, whether or not 
it had then collected from the Bridgeport 
bank. The Bridgeport bank recognized this 
custom, and, to meet the outlay the respond- 
ent would incur by the custom, it main- 
tained a deposit with the respondent. The 
amount of this deposit necessarily varied 
from time to time; it, however, at the close 
of business on the day preceding the time 
the Bridgeport bank was taken in charge by 
the State Supervisor of Banking, amounted 
to the sum of $1,597.26. 

Immediately prior to September 26, 1923, 
the respondent received from the various 
banks mentioned, and from _ individuals, 
checks drawn on and payable by the Bridge- 
port bank, aggregating the sum of $1,634.70. 
With reference to these, the bank followed 
its usual custom; it treated them as cash 
items, crediting the amount thereof to the 
accounts of the respective depositors and 
allowing the depositors to check against the 
accounts. All of the depositors, or practi- 
cally all of them, availed themselves of the 
privilege of checking against their accounts, 
so that, at the close of business on Septem- 
ber 27 following, the aggregate deposit of 
each of the several depositors was much 
less than the aggregate of the checks re- 
ceived. 

On September 26, 1923, the respondent 
bank forwarded the checks to the Bridge- 
port bank for payment, and that bank im- 
mediately forwarded to it drafts on a 
Seattle bank in sums equaling the amount of 
the checks. These the respondent forwarded 
to the Seattle bank, but before they were 
paid by that bank the Bridgeport bank 
passed into the hands of the State Super- 
visor of Banking as before stated, and pay- 
ment was refused. In due time the respond- 
ent presented to the state officer in charge 
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of the liquidation of the Bridgeport bank 
a claim in which it sought to offset the 
amount of the deposits against the amount 
of the drafts. The supervisor of banking 
refused to recognize its right so to do, and 
allowed the claim as a claim of a general 
creditor. The present proceeding was in- 
stituted to enforce the claimed right of 
offset. The trial court determined the ques- 
tion in favor of the respondent, and the 
supervisor appeals. 

It is our opinion that the conclusion of 
the trial court is right, and that its judg- 
ment must be affirmed. In virtue of the 
transaction, the respondent became the 
owner of the checks at the time it received 
them, and credited their various amounts to 
the accounts of the persons from whom it 
received them. Old National Bank v. Gibson, 
105 Wash. 578, 179 P. 117, 6 A. L. R. 247; 
Vickers v. Machinery Warehouse & Sales 
Co., 111 Wash. 576, 191 P. 869; Raynor v. 
Scandinavian Am. Bank, 122 Wash. 150, 210 
P. 499, 25 A. L. R. 716; Washington Shoe 
Mfg. Co. v. Duke, 126 Wash. 510, 218 P. 232, 
37 A. L. R. 611. 

It is possibly true that the respondent re- 
served the right to charge the amount of the 
checks back to the persons from whom it 
received them, in the case they were repudi- 
ated or, for some other reason, not paid by 
the bank on which they were drawn, but 
this in no way affected its title to, or owner- 
ship of, the checks. ‘The precise question 
was presented to us in the case of Vickers 
v. Machinery Warehouse & Sales Co., supra, 
concerning which we said: 

It has been argued that the fact that the 
Chicago bank took this draft considering 
that it had the right to charge the same 
hack to the machinery company if it were 
not paid, shows that the bank did not be- 
come the absolute owner of the draft; that 
it could not maintain the dual position of 
being the absolute owner and at the same 
time reserve the right to charge back if the 
draft were not paid. This argument is fully 
answered by the Supreme Court of the 
United States in Burton v. United States, 
196 U. S. 283 [25 S. Ct. 243, 49 L. Ed. 482], 
when it says: “The testimony of Mr. Brice, 
the cashier of the Riggs National Bank, as 
to the custom of the bank when a check was 
not paid, of charging it up against the de- 
positor’s account, did not in the least vary 
the legal effect of the transaction; it was 
simply a method pursued by the bank of 
exacting payment from the indorser of the 
check, and nothing more.” 


Within this view of the law the respond- 
ent had the right to offset the amount of the 
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checks against the deposit at the moment it 
received them and credited the amounts 
thereof to the accounts of the persons from 
whom it received them. This was a contin- 
uing right, and was not affected by the fact 
that the bank by whom they were payable 
subsequently became insolvent. Dunlap v. 
Seattle National Bank, 93 Wash. 568, 161 
P. 364; Puget Sound State Bank v. Wash- 
ington Pav. Co., 94 Wash. 504, 162 P. 870. 

The judgment of the trial court will stand 


affirmed. 


Indorser Discharged for Lack 
of Diligence in Giving 
Notice of Dishonor 


Bost v. Rexine Co., Court of Appeals of 
District of Columbia, 8 Fed. Rep. (2d) 795. 
The defendant indorsed a note in blank 
for the accommodation of the maker. At 
the time of the indorsement, the space for 
the payee’s name was blank. The note was 
later made payable to the plaintiff company. 
At maturity, a notary public took the note 
to the maker’s office for the purpose of pre- 
senting it, but was informed by the maker's 
clerk that the maker was not in. The notary 
returned to his own office, examined the city 
directory and telephone directory and not 
unding the defendant’s name in either, sent 
a notice of dishonor to the defendant ad- 
dressed to the maker’s office. The notary 
made no inquiry of either the maker or his 
clerk as to the defendant’s address. It ap- 
peared that the defendant had an office ad- 
dress at which he received his mail and that 
the notice of dishonor sent by the notary 
was never received by him. It was held 
that the notary had not exercised reasonable 
diligence in ascertaining the defendant's 
address and that, therefore, the defendant 
was discharged from liability as indorser. 


Action by the Rexine Company against 
James Lee Bost. Judgment for plaintiff, 
and defendant brings error. Reversed and 
remanded. 

Before Martin, Chief Justice, and Robb 
and Van Orsdel, Associate Justices. 


OPINION 


MARTIN, Chief Justice—The Rexine 
Company, now defendant in error, was 
plaintiff in the municipal court, and sued 
James Lee Bost, now the plaintiff in error, 
claiming judgment against him upon 4 
certain promissory note. 
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There is no issue of fact involved in the 
It appears by stipulation that on 
March 7, 1923, one R. Spencer Palmer pre- 
pared and signed as maker a certain promis- 
sory note for the sum of $279.25, payable on 
May 20 after date, with a blank left for the 
name of the payee. The note was then in- 
dorsed in blank by the defendant, James 
Lee Bost, for the accommodation of the 
maker, Palmer, and thereafter by the latter 
was made payable to the order of the 
Rexine Company, and delivered to that com- 
pany. Palmer’s address, but not Bost’s, ap- 
peared upon the note. 

On the date of the maturity of the note, it 
remaining unpaid, a notary public at about 
3.15 p. m., went to the office of the maker, 
Palmer, in the Warder building in Washing- 
ton, D. C., and made inquiry for him, but 
was informed by a clerk in the office that 
Palmer was not in at present. The notary 
then returned to his own office, examined 
the city directory and the telephone direc- 
tory, but did not find Bost’s address in 
either of them. He thereupon sent a pro- 
test and notice of dishonor to both Palmer 
and Bost at the address of Palmer, in en- 
velopes bearing the return card of the no- 
tary. Neither of the notices was returned to 
him. ‘The notary made no inquiry either 
of Palmer or his clerk as to the residence or 
business address of Bost. The latter never 
had an office or residence in the Warder 
building, nor did he ever receive his mail at 
that address; but he had an address in the 
Southern building in Washington, D. C., at 
which he received mail, as well as an office 
in the Finance building, Philadelphia, where 
he also received mail. Palmer knew of both 
of these mailing addresses of Bost on the 
day of the maturity of the note. In the 
language of the stipulation, “Notice of 
presentment, demand and dishonor, written 
or oral, was never received by the indorser, 
Bost; that is, as required by the Negotiable 
Instruments Law, with respect to holding 
indorsers.” 

Upon these facts the lower court ruled 
that it was bound to hold that the defend- 
ant was a joint maker of the note sued 
upon, under the doctrine declared by this 
court in Ryan v. Security Savings and Com- 
mercial Bank, 50 App. D. C. 292, 271 F. 366, 
and judgment was entered against him ac- 
cordingly. The defendant as plaintiff in 
error now claims a reversal. 

The first question in the case is whether 
Bost’s liability upon the note was that of 
maker or indorser. We think’ that under 


case. 
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sections 1367 and 1368, D. C. Code, he was 
liable as an indorser only. These sections 
are derived from the Uniform Negotiable 
Instruments Act, which has been generally 
adopted by legislation throughout this coun- 
try. They read as follows: 


Sec. 1367. Jrregular Indorsement.—A 
person placing his signature upon an instru- 
ment otherwise than as a maker, drawer, or 
acceptor is deemed to be an indorser, unless 
he clearly indicates by appropriate words 
his intention to be bound in some other 
capacity. 


Sec. 1368. Signature in Blank by 
Stranger.—Where a person not otherwise a 
party to an instrument places thereon his 
signature in blank before delivery he is 
liable as indorser in accordance with the 
following rules: 

First. If the instrument is payable to the 
order of a third person he is liable to the 
payee and to all subsequent parties. 

Second. If the instrument is payable to 
the order of the maker or drawer, or is pay- 
able to bearer, he is liable to all parties sub- 
sequent to the maker or drawer. 

Third. If he signs for the accommoda- 
tion of the payee he is liable to all parties 
subsequent to the payee. 


It is true, as interpreted by the municipal 
court, that our present ruling is inconsistent 
with the holding of this court in Ryan v. 
Security Savings and Commercial Bank, 50 
App. D. C. 292, 294, 271 F. 366. In that 
case, when speaking of the liability of one 
whose name appeared upon the back of a 
promissory note, we said: 


The mere fact that he wrote his name 
on the back of the notes does not show even 
prima facie that he was a technical indorser. 
It is important to know when and under 
what circumstances he wrote his name there. 
If it was before or near the time the notes 
were delivered, or after they were delivered, 
but for the purpose of strengthening the 
credit of the note, and before the payee had 
indorsed, he would be a maker, and not en- 
titled to any of the rights or privileges of 
an indorser. 


We are constrained to say that this doc- 
trine is in violation of sections 1367 and 
1368, D. C. Code, above quoted, these sec- 
tions not being mentioned in the record or 
briefs filed in that case, nor in the opinion 
delivered by this court therein. The ruling 
as aforesaid in Ryan v. Security Savings 
and Commercial Bank is disapproved and 
overruled. McDonald v. Luckenbach, 170 
F. 434, 95 C. C. A. 604; Rockfield v. Firs! 
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National Bank, 77 Ohio St. 311, 83 N. E. 
392, 14 L. R. A. (N. S.) 842; Deahy v. 
Choquet, 28 R. 1. 338, 67 A. 421, 14 L. R. A. 
(N. S.) 847; Lightner v. Roach, 126 Md. 474, 
95 A. 62; Gibbs v. Guaraglia, 75 N. J. Law, 
168, 67 A. 81. 

The next question in the case is whether 
notice of the dishonor of the note was served 
upon Bost as indorser, as required by the 
statute. This subject is treated in the 
District of Columbia Code as follows: Sec- 
tion 1393 provides that notice of dishonor 
must be given to each indorser, and that any 
indorser not notified is discharged; section 
1412 provides that if an indorser has given 
an address, notice of dishonor must be sent 
to that address, but, if he has given no ad- 
dress, then the notice must be sent either to 
the post office nearest his residence, or to the 
post office where he is accustomed to receive 
his letters, or if he live in one place and 
have his place of business at another, notice 
may be sent to either place; section 1416 
provides that notice of dishonor is dispensed 
with when, after the exercise of reasonable 
diligence, it cannot be given to or does not 
reach the parties sought to be charged. 

It is stipulated in this case that no notice 
of presentment, demand, and dishonor, writ- 
ten or oral, as required by the foregoing 
provisions, was ever received by the in- 
dorser, Bost. The sole remaining question, 
therefore, is whether reasonable diligence 
was exercised to notify him according to the 
statute. 

We answer this question in the negative 
The only effort which the notary made to 
ascertain Bost’s address was by examining 
the city and telephone directories. When 
he found no address given in either, he sent 
the notice to the same address as Palmer's, 
although he had no reason to believe that 
Bost received his mail there. The notary 
made no inquiry of Palmer or his clerk, 
although the former, as might have been 
expected, knew Bost’s address. These facts 
are not sufficient to show reasonable dili- 
gence. 

In Bacon v. Hanna, 137 N. Y. 379, 382, 
33 N. E. 303, 20 L. R. A. 495, the court said: 

Merely looking into a directory is not 
enough. The sources of error in that process 
are too many and too great. Such books are 
accurate enough in a general way and con- 
venient as an aid or assistance, but they are 
private ventures, created by irresponsible 
parties, and depending upon information 
gathered as cheaply as possible and by un- 
known agents. Their help may be invoked, 
but, as was said in Lawrence v. Miller, 16 
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N. Y. 231, their error may excuse the notary, 
but will not charge the defendant. Merely 
consulting them should not be deemed “the 
best information obtainable by diligent in- 
quiry.” 

In Whitridge v. Rider, 22 Md. 548, when 
speaking concerning the action of a notary, 
the court said: 


He failed however to apply to the makers 
of the note, although he proves that he 
knew them and that their place of business 
was but one square from his office. The 
reason he assigns for not doing so, was their 
presumed interest not to give him correct 
information. We think that in this he failed 
in his duty. 


See, also, Hill v. Varrell, 3 Greenl. (Me.) 
233, 238; Gilchrist v. Donnell, 53 Mo. 591, 
594; University Press v. Williams, 48 App. 
Div. 188, 62 N. Y. S. 986; Powder Co. v. 
Rooney, 63 Misc. Rep. 344, 117 N. Y. S. 220. 

We conclude accordingly that the plaintiff 
in error was an indorser only upon the note, 
and tnat he was not notified of its dishonor 
as required by statute, nor was reasonable 
diligence exercised in an effort to notify him. 
Consequently he was not liable to the de- 
fendant in error upon the note, and the 
judgment below is reversed with costs. 

The cause is remanded for further pro- 
ceedings not inconsistent herewith. 


& 


Person Permitting Shares of 
Bank Stock to Stand in His 
Name Liable as Stock- 
holder on Bank’s 
Failure 


Shaw v. State’ ex rel. Mothersead, Acting 
Bank Commissioner, Supreme Court of 
Oklahoma, 241 Pac. Rep. 747. 


The president of a bank desiring to pur- 
chase shares of the bank’s stock, owned by 
one of the bank’s stockholders, borrowed 
money for that purpose from the defend- 
ant. It was agreed that the stock should be 
pledged as security for the loan. The cer- 
tificate was issued in the defendant’s name 
and placed in his safe deposit box. The 
defendant had knowledge of this and per- 
mitted the certificate to remain in that 
form. Upon the failure of the bank, two 
years later, it was held that the defendant 
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was subject to the statutory stockholders’ 
liability. Although, ordinarily, the pledgee 
of bank stock is not liable as a stockholder, 
he will be held liable where, as in the 
present case, he permits himself to be held 
out to the public as the actual owner of the 
stock. 


Action by the State of Oklahoma, on the 
relation of O. B. Mothersead, Acting Bank 
Commissioner, against M. V. Shaw, to re- 
cover a sum of money equal to the par value 
of bank stock appearing in the name of the 
defendant. Judgment for plaintiff. De- 
fendant appeals. Affirmed. 


OPINION 


STEPHENSON, C.—The State of Okla- 
homa on the relation of the Acting Bank 
Commissioner commenced its action against 
M. V. Shaw for the recovery of a sum of 
money equal to the par value of the bank 
stock in the State Bank of Mt. View, ap- 
pearing in the name of the defendant, as 
the unconditional owner. The action was 
commenced, as provided by statute, after 
the bank became insolvent, and was placed 
in charge of a liquidating agent. 

The defendant filed his answer, which was 
in substance: (1) A general denial of li- 
ability; (2) that the stock was held as col- 
lateral security for the payment of indebt- 
edness owing by the president of the bank 
to the defendant, and that the defendant 
was not the owner of the stock. The trial 
of the cause resulted in an instructed ver- 
dict for the plaintiff and against the de- 
fendant. The defendant has appealed the 
cause here and assigns several of the pro- 
ceedings had in the trial of the cause as 
error for reversal here: (1) That the ver- 
dict and judgment are contrary to the evi- 
dence and the law; (2) error of the court in 
instructing the jury to return a verdict 
against the defendant. 

The plaintiff in error makes the point 
that the evidence is insufficient to support 
the verdict and judgment in respect to the 
insolvency of the bank. The evidence of- 
fered by the state was sufficient to establish 
the insolvency of the bank and the defend- 
ant did not offer any evidence in rebuttal 
or cross-examine the witness testifying upon 
this question. 

The defendant, in substance, testified: 
That the president of the bank desired to 
purchase the shares of stock owned by one 
of the stockholders of the bank, and bor- 
towed $3000 from the defendant to make 
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the purchase; that the defendant made the 
loan upon the promise of the bank presi- 
dent to pledge the stock so purchased from 
the loan as security for the payment of the 
money borrowed from the defendant; that 
the defendant was advised that the stock 
had been placed in his safety deposit box 
at the bank as a pledge for the loan. The 
defendant further testified: That he ex- 
amined the certificate of stock about sixty 
days after it had been placed in his safety 
deposit box, and found that the same showed 
that the stock was issued in his name; that 
he advised the president that the stock 
that was to be purchased from the former 
owner was the stock to be pledged, and 
requested that such purchased stock be 
substituted for the stock issued to him in 
his own name. The evidence further shows 
that the stock in question was carried in the 
records of the bank in the name of the 
defendant as the unconditional owner for 
a period of two years. 

The court, no doubt, took the view at 
the close of the trial that the evidence of 
the defendant did not constitute a defense 
to the action commenced against him by 
the bank commissioner for the recovery of 
a sum of money equal to the par value of 
the stock, as provided by statutes, on ac- 
count of the insolvency of the bank. There 
being no dispute upon the evidence offered 
by the state to show the insolvency of the 
bank, there was no issue of fact then for 
submission to the jury, and the court in- 
structed the jury to return its verdict for 
the plaintiff. There is sufficient competent 
evidence to support the issue in favor of 
the plaintiff on the question of the insol- 
vency of the bank of Mt. View. 

The judgment ought to be affirmed if 
the trial court was correct in its views 
that the evidence of the defendant did not 
constitute a defense to the action. The 
evidence of the defendant places him in 
the attitude of permitting the bank of Mt. 
View to hold him out to the public as a 
bona fide owner of $2000 worth of stock 
for a period of two years. Under the 
statutes and the law, the pledgee or holder 
of stock, placed with him as collateral se- 
curity for a debt or pledge, will not be 
liable for the penalty provided in case of 
insolvency of the bank, as owner of the 
stock, unless such pledgee permitted him- 
self to be held out to the public, accord- 
ing to the records of the bank, as owner 
of the stock. Even though the defendant 
received the stock as a pledge to secure 





398 


the payment of a loan, he will not be per- 
mitted to plead and prove this as a de- 
fense in this action where he has permitted 
himself to be held out to the public by 
the records of the bank, as owner of the 
stock for a period of two years, until the 
insolvency of the bank became a fact. The 
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defendant had ample opportunity to cause 
the records of the bank to be corrected to 
speak the truth long before the institution 
became insolvent. Blackert v. Lankford, 
Bank Commissioner, 74 Okl. 61, 176 P. 532. 

It is recommended that the judgment be 
affirmed. 


ny 


Industry Tending to Lower Levels 


From the Guaranty Survey, published by 


A TENDENCY toward moderately lower 

levels of activity has developed in sev- 
eral branches of trade and industry in re- 
cent weeks. 

This is especially true of retail trade, 
which has been adversely affected by ex- 
tremely unfavorable weather in many sec- 
tions of the country. The trend of manu- 
facture and distribution in general has been 
characterized by a fair degree of stability, 
although here also curtailment has been re- 
ported in some lines. 

These recessions, however, are due at least 
in part to purely seasonal factors, and do 
not necessarily indicate any _ significant 
change in the general situation. On the 
whole, it appears that the volume of business 
is at least as large as a year ago, and that 
confidence with respect to the near-term 
outlook is unimpaired. 


Basic Industries Continue Active 


Activity in most of the basic industries 
is still very high, despite these recessions. 
That the rate of manufacture was somewhat 
in excess of indicated 
by the decrease of 150,625 tons during Jan- 
uary in unfilled orders on the books of the 
United States Steel Corporation. At the 
end of January, however, operations were 
at a considerably reduced rate, and some 
further curtailment took place in lebruary: 
The slowing down of schedules has been due 
in part to the abnormally high price of coke 
resulting from its popularity as a domestic 
fuel substitute. Steel prices, on the other 
hand, have continued to: recede slowly, 
further emphasizing the need for an ad- 
justment of plant operations to current 
demand. 

The automobile industry is considerably 
more active than ever before at this season. 
The rate of operations maintained in the 


current orders was 


the Guaranty Trust Company, N. Y. 


early part of this month indicates that the 
total output will be even larger than that of 
January. While there has been some ac- 
cumulation of stocks in the hands of 
dealers, the tendency has been less pro- 
nounced than might be supposed in view of 
the heavy output. The used car situation, 
however, continues to be a source of some 
concern. 

The volume of new building undertaken 
in January was somewhat smaller than in 
December 1925, but was much larger than 
the previous seasonal record. 


Prices and Money Rates 


The general trend of commodity prices 
has been downward since the first of the 
A moderate downward tendency has 
been visible also in money rates, though the 
decline appears to have been checked re- 
cently. In fact, call loan rates have moved 
upward, while time loan and commercial 
paper rates have remained firm since the 
beginning of February, but at a level per- 
ceptibly below that of the closing weeks of 
1925. 

The initial reports of the New York Stock 
Exchange and the Federal Reserve Board 
on loans to brokers show a total volume ot 
credits based on collateral con- 
siderably in excess of the advance estimates, 
although their exact significance is doubtful 
in the absence of any definite basis of com- 
parison. 

January foreign trade marked a resump- 
tion of the merchandise import balance 
which has been an intermittent feature of 
trade reports in the last three years. The 
excess of imports was in line with the gen- 
eral tendency toward a closer balance of 
merchandise shipments which has been evi- 
dent since 1921. 
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Foreign Draft 
Collections 


The following are the services 
rendered by our Foreign Draft 
Collection Department: 


The careful examination 
and comparison of documents 
to makecertain that they con- 
form one with the other when 
they are forwarded to the col- 
lecting bank. 

The prompt dispatching of 
drafts and documents, if neces- 
sary by the same steamer car- 
rying the merchandise, thus 
assuring their prompt or simul- 
taneous arrival at the point of 
destination. 

The issuance to our clients 
of advices identical with our 
instructions to the collecting 
bank, eliminating subsequent 
confusion or delay, should it be 
necessary to transmit new or 
additional instructions. 

The careand attention giv- 
en to the following of an item 
in order that no undue delay 
may occur in accounting to our 
customers for the proceeds. 


The careful selection of for- 
eign collecting banks to insure 
the collection of drafts accord- 
ing to instructions and at 
minimum rates. 


The gathering and collating 
of up-to-date data regarding 
local conditions in all foreign 
countries, such as the custom 
laws, the essential facts re- 
garding negotiable instruments 
and the protesting of a nego- 
tiable instrument. 

The co-operation of our 
Foreign Credit Department 
and its willingness and ability 
to supply up-to-date credit in- 
formation on many thousands 
of foreign names. 

Thesupplying to customers 
ot instruction blanks, so that 
concise and complete instruc- 
tions may be given us. 

The valuable facilities for 
out-of-town exporters in trans- 
acting New York or foreign 
business offered by the offices 
of our district representatives 
through their close contact 
with the main office. 

We do not perform the serv- 
ices enumerated above merely 
asa part of a big bank’s rou- 
tine. Equitable Service is a ve- 
ry human thing which reaches 
beyond the daily routine of 
the teller’s or loan clerk’s win- 
dow. It includesthe knowledge, 
experience, and sympathetic 
cooperation of our officers. 























What are your facilities 
for handling export 
collections? 

The wise exporter will entrust his 
foreign drafts for collection toa bank 


equipped to give a comprehensive 
service in the field of foreign bank- 


ing. 


Local banks in this district wishing 


to amplify their foreign services 
should read thecolumnat the left... 
then communicate with the local rep- 
resentative of The Equitable. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 
Uptown Orrice: Madison Ave. at 45th Street 
Importers AND Travers Orrice: 247 Broadway 
District Representatives 


PH!ILADELPHIA: Packard Building 
BALTIMORE: Calvert and Redwood Sts. 
CHICAGO: 105 South La Salle St. 

SAN FRANCISCO: 485 California St. 


London + Paris . Mexico City 


Total resources more than $450,000,000 



































Review of Countries 


By William Hayes 


Great Britain 


HE restriction on foreign loan flota- 

| tions in Great Britain during 1925 

is plainly reflected in a recent com- 
pilation of new capital issues in that country 
during 1925, made by the Midland Bank 
Limited, London. Total loans floated in 
1925 amounted to only £219,897,000 as 
compared with £223,546,000 in 1924. This 
decrease in the total occurs in spite of an 
increase of approximatety £30,000,000 in 
the amount of issues by industries and 
countries included in the United Kingdom. 
In other words, capital issues floated in 
London by British possessions and foreign 
countries were almost £40,000,000 less in 
1925 than in 1924. 

Domestic flotations, both in Great Britain 
and in the United States showed an increase 
over 1924. The natural conclusion, there- 
fore, is that, had there been no restrictions 
on foreign loans in Britain, these also would 
have shown an increase. Since they were 
less in 1925 than in 1924, it is reasonable 
to suppose that the loans which could not 
he floated in London were diverted to New 
York. That is, the figures for foreign capi- 
tal flotations in the United States should 
show an increase roughly corresponding to 
the total decrease in such flotations in 
Great Britain; i.e., £40,000,000, or approxi- 
mately $200,000,000. An examination of the 
figures does not confirm this. Total foreign 
borrowings in the United States, as com- 
piled by the Commercial and Financial 
Chronicle, (excluding Canadian loans) in 
1925 amounted to $1,049,091,000, an increase 
of a little over $65,000,000 over the. 1924 
total of $983,415,000. The fact that is re- 
vealed is that foreign countries seem to be 
growing more able to finance their own re- 
quirements for capital, and this, as well as 
the restrictions on foreign loans, may ac- 
count for the decline in Great Britain’s 
total. 

The purposes for which new capital was 
sought in the two countries show a re- 
markable similarity. In Britain about 61 
per cent. of the new capital went to indus- 
trial concerns, compared with 66 per cent. 
in the United States. Railroads took 12 
per cent. of the total in Great Britain, but 


only 7 per cent. in the United States. This 
is the reverse of what might be expected, 
for the American railroads are probably 
much more in need of capital than the 
British. It can only be explained by the 
impaired borrowing power of the railroads 
in the United States. Municipal issues in 
Great Britain amounted to 12 per cent. of 
the total, while in the United States they 
took over 21 per cent. Government flota- 
tions in Great Britain took 14 per cent., and 
in the United States, only 9 per cent. Pub- 
lic works seem to account for about an 
equal proportion of the borrowing in both 
countries; the difference being that in the 
United States the borrowing for these 
works is done by the municipalities instead 
of by the Federal government. 

The embargo on foreign loans in Great 
Britain has recently been removed, and the 
result is, according to newspaper dispatches, 
a large number of foreign loan flotations 
there. It is feared that these will draw 
further gold exports. Any tendency in 
this direction will undoubtedly be met by 
a raise in the bank rate, for England, in 
her present condition, cannot afford to let 
much more gold go and still maintain the 
gold standard. 


Effect of Rubber Restriction 


An interesting example of how impossible 
it is to get away from economic law is 
brought to light in the restriction of rubber, 
adopted in 1923 by British producers, with 
the idea of getting a higher price for the 
product. The natural effect of restricting 
the supply of any product and getting a 
high price for it is to call the attention of 
other business men to the large profits 
possible in the business restricting the sup- 
ply. More men are encouraged to enter 
such a profitable business, the amount pro- 
duced gradually increases, and competition 
forces prices down once more to their 
natural level. 

This tendency is apparent in the rubber 
industry, as is shown by figures recently 
compiled by the London Economist, and 
re-published in the New York Trust Com- 
pany’s recent issue of The Index. Produc- 
tion of rubber in the British Empire has 
been decreased from 275,000 tons in 1920 
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to 210,000 tons in 1924. Meantime, however. 
the rubber produced in other countries has 
increased from 93,000 tons to 202,000. Up 
to the present time, however, production has 
not kept pace with consumption, in spite of 
the net increase. Sufficient time being al- 
lowed, this will ensue, and prices will return 
to their normal level. 


Coal Situation Still Troublesome 


While the United States has been having 
coal troubles of its own with the strike of 
anthracite coal miners, the coal commission 
in Great Britain, has been trying to adjust 
the coal industry in that country so that 
it can get along without a Government sub- 
sidy. It is a difficult task, particularly so 
because the ideas of operators and miners 
are so far apart, and neither seems in the 
least disposed to budge an inch. The prob- 
lem is to reduce costs so that coal can be 
sold at a profit, without outside help. At 
present miners are getting more in wages 
than the value of the coal they extract. 
indefinitely. Some 
margin must be left for overhead costs and 
profit. 

The owners contend that such a margin 
can be created only by wage reductions. 
They propose these wage reductions, not as 
a reduction in wages, but as a longer work- 
ing day with the same pay as for the shorter 
day now in force. More, however, is neces- 
sary than merely reducing the miners’ wages. 
Wages of railway men must also be reduced 
to the same level above their pre-war wages 
as the mine workers’ wages. This will make 
possible a 25 per cent. cut in transportation 
rates. This done, the mine owners guarantee 
to cut other costs at least 10 per cent. 
Further wage cuts may be necessary to re- 
lieve the pressure in some districts, hence it 
is suggested that the present method of ne- 
gotiating wages by national agreement be 
discontinued, and wages be negotiated by 
district settlements. 

The miners contend that the margin could 
be created by economies in production, re- 
sulting from a_ better organization of the 
industry. They suggest that a Power and 
Transport Commission be organized to pur- 
chase the collieries at their actual market 
values, and unify the exploitation, distribu- 
tion and export of coal. It will control the 
of the coal, its consumption, con- 
nto power, etc., and should be able 
‘nough through large scale operation 


to cre the necessary margin for overhead 
costs. 
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Great economies would be possible by 
such unification and large scale operation; 
that is unquestioned. Past experience in- 
dicates, however, that these economies would 
be offset by the inefficiency which almost 
always accompanies Government operation. 
If so, the cost of mining coal would not be 
reduced and the industry would be just 
where it started from, except that it would 
be Government owned instead of privately 
owned. 

The Bank Reports 


The year 1925 was a good one for banking 
in Great Britain, as is shown by a com- 
parison of the profits of the “Big Five” for 
1924 with those for 1925: 


Net Profits in £ 
1925 1924 
..2,522,469 2,424,993 
.2,161,580 1,974,042 
....2,810,373 2,585,967 
....2,569,366 2,468,934 
2,205,393 2,013,502 


DINE, “sa:dnicdbhpuninpipaepedabapial 
National Provincial ..... 
Barclays . soil 
Lloyds é 
Westminster 

At the annual meetings, the chairmen of 
the various banks, as is their custom, re- 
viewed the conditions in Great Britain 
during the preceding year, and then pro- 
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ceeded to discuss what seemed to each of 
them to be the important economic problem 
of the day. 

Mr. McKenna, chairman of the Midland 
Bank Limited, London, who has pretty con- 
stantly questioned the advisability of defla- 
tion, took occasion to point out again its 
depressing effects on trade. However, he 
closed his remarks on the matter with this 
philosophic comment: “It is idle now to 
discuss whether the object in view was 
worth the price we have had to pay for it. 
Let us be content that the goal has been 
reached; and let us rest in the hope, for 
which there is good foundation, that we 
may reap the reward in the future.” The 
reward he speaks of, as may be gathered 
from his address, is increased prices and 
stimulated trade, which he expects to re- 
sult from an influx of gold. 

Sir Felix Schuster, chairman of the Na- 
tional Provincial Bank Limited, London, 
and Walter Leaf, chairman of the West- 
minster Bank Limited, London, both took 
occasion to recommend: that the issue of 
currency by the government be discontinued. 
Sir Felix protested against it as a power 
“no government should possess,” while Mr. 
Leaf discussed the history of the issue, 
and made constructive suggestions. 
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From 1844 to 1914, the issue of currency 
was practically exclusively in the hands of 
the Bank of England. The bank had the 
right to issue £20,000,000 of fiduciary notes. 
Any further issue must be covered by de- 
posit of gold coin and bullion. It is ap- 
parent from this that the currency was 
practically as inelastic as the national bank 
notes of the United States before the 
passage of the Federal Reserve Act. 

The situation was somewhat changed at 
the beginning of the war, when the Bank 
Act of 1844 was suspended, and the British 
Treasury was given the power to issu 
currency notes for £1 and 10s. as legal 
tender. These were issued through the 
Bank of England to ary bank, as required, 
up to 20 per cent. of its deposit liabilities. 
The amount of notes issued to any bank is 
considered as an advance to it from the 
Bank of England, and bears interest at 
the current bank rate. Thus, said Mr. 
Leaf, “the monopoly of the issue. of notes 
was abolished, and the power of inflation 
or deflation was placed, without any limit 
whatever, in the hands of the Treasury—in 
other words, in the hands of the Chancellor 
of the Exchequer for the time being.” 

Contrasting this condition with the way 
notes are issued by the other important 
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central banks, he concluded that Britain’s 
method of issuing currency needs to be 
brought up to date. To do this, he sug- 
gests, first of all, that the monopoly of 
note issue should be again vested in the 
Bank of England. The fiduciary notes of 
the government which are still outstanding 
should be added to the “government debt,” 
with the securities covering it handed over 
to the bank as part cover. The “govern- 
ment debt” should, of course, pay interest, 
to reimburse the bank for the expense in 
carrying the notes. ‘The bank should be 
empowered to issue notes against approved 
securities (including government bonds and 
trade bills bearing three names—the drawer, 
acceptor and the bank discounting them) 
as well as against gold. To insure repay- 
ment of the notes, the bank should be re- 
quired to carry a gold reserve of 30 or 40 
per cent. of the notes in circulation. A 
enalty tax should be placed on a depleted 
reserve, increasing as the reserve declines— 
similar to that of the Federal Reserve Sys- 
tem. Thus, he said, the system would com- 
bine elasticity and severity. It would seem 
that such a reform would be of great help 
to the English banking system. 


Germany 


i. spite of the fact that money has been 
flowing from the United States to Ger- 
many through a great variety of channels 
since the adoption of the Dawes Plan, credit 
stringency is still reported in that country. 
The flow began with the floating of the 
German External 7 per cent. loan, and has 
continued in the form of bond issues to 


various German industrial companies, and 
municipalities, commercial credits to high 
grade German borrowers, and, recently, 
sales of stock in German concerns. ‘The 
fact that the credit stringency continues 
after such a volume of investment is evi- 
dence of the wholesale destruction of capi- 
tal in Germany by the war. 

Call money fluctuated in 1925 from 111 
per cent. to 10 per cent. Time money 
ranged from 10 per cent. to 13 per cent. 
In January 1926, conditions changed ma- 
terially, due to the reduction of the re- 
discount rate of the Reichsbank from 9 
per cent. to 8 per cent., on January 12! 
The 9 per cent. rate had been maintained 
since February 26, 1925. During January, 
1926 call money was obtainable at from 6 to 
8 per cent., time money averaged 8.48 per 
cent., and the private discount rate stood 
at about 63% per cent. 

The rediscount rate was reduced in an at- 
tempt to ease a situation which has ne- 
cessitated rationing of credit for some time. 
The market rate for money has been and 
continues to be above the discount rate. 
It is obvious, therefore, that rationing of 
credit will have to continue, to prevent such 
a demand for credit as to deplete the re- 
serves of the Reichsbank. 

This action is in defiance of what have 
been recognized for years as sound bank- 
ing principles. Ever since Walter Bagehot 
wrote “Lombard Street,” it has been an 
axiom in the management of central banks 
that it is more important that money should 
be available to borrowers “at a price” (no 
matter how high) than that only a limited 
amount should be available at a reasonable 

405 











BANK OF ATHENS 


Established in 1893 


Capital and Surplus ; . Dr. 100.600.000 
Resources more than. . Dr. 1.461.000.000 


Head Office: ATHENS, GREECE 


NEW YORK AGENCY: 25, Pine Street 
LONDON OFFICE: 22, Fenchurch Street, E. C. 3 


BRANCHES 


Carlovassi Gargaliani 
Carpenissi Gythion 
Castoria Hydra 
Castro Ithaca 
Cavalla Jannina 
Chalcis Kiato 

Chio Kyparissia 
Comotini Lamia 
Larissa 
Levadia 
Limni 
Megalopolis 
Mitylene 
Nafpactos 
Patras 
Piraeus 


Xanthi 
Xilocastron 
Zante 


EGYPT 


Potamos 
Preveza 
Pyrgos 
Rethymo 
Salonica 
Samos Vathy 
Santa Maura 
Sorovitch 
Sparta 

Syra 

Thebes 
Trikkala 
Tripolitza 
Tsotylion 
Veria 

Volo 


GREECE 


Aegion 

Aghios Nicolaos 
(Crete) 

Aghios Nicolaos 
(Castri, Ky- 
nourias) 

Agrinion 

Amalias 

Amphissa 

Argos 

Argostoli 

Calamata 

Calavryta 

Candia 

Canea 


Alexandria 
Cair 


‘airo 
Port Said 
CYPRUS 


Limassol 
Nicosia 


ALBANIA 


Dedeagatch 
Didimotichon 
Dimitsana 
Drama 


ne Durazzo 
Florina 


Coritsa 


OVER 80 CORRESPONDENTS THROUGHOUT GREECE 


@ The Bank transacts every description of Banking business in Greece, Egypt and 
yprus. 
Special facilities granted to American Banks for their drawings in Drachmae and 





U. S. Dollars on the Head Office, Branches and Correspondents in Greece. 























or at a low price. The effect of making 
a discount rate lower than the market rate 
is to encourage borrowing, which needs no 
encouragement in Germany. Such encour- 
agement is justified only when the bank 
making such a rate has a substantial re- 
serve to meet excessive borrowing. In any 
other case, the reduction merely conceals 
the real situation and creates an impression 
money such condition 


of easy when no 
exists. 

There is in Germany a very real short- 
age of both credit and capital. The short- 
age of credit is due to the disastrous in- 
flation of 1924, which destroyed confidence— 
the very basis of credit. ‘The shortage of 
capital is due to the great loss of capital 
through destruction, and the diversion of 
productive efforts caused by the war. To 
replace these losses will take years of 
patient saving. The interval may be 
bridged by obtaining loans and credits from 
other countries, as Germany and German 
industries show themselves worthy of credit. 
But nothing will be gained by refusing to 
face the facts, and attempting to make easy 
money by legislation. 

The directors of the Reichsbank, being 
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men versed in finance, undoubtedly know 
this. The only conclusion, therefore, is that 
the lowering of the discount rate is another 
instance when economic considerations must 
give way to political conditions. 


Trade Balance Improves 


For the greater part of 1925 Germany 
had an import balance of trade. During 
the latter part of the year, this balance 
has been steadily, though slowly, decreas- 
ing. In December the bottom was reached 
and exports for that month showed a total 
36,000,000 marks in excess of imports, the 
first export balance since 1924. The im- 
port balance during the preceding months 
was so great as to make the figures for 
the year show an import balance of 3,686,- 
000,000 marks, total imports amounting to 
12,482,000,000 marks, and exports, to 8,796. 
000,000 marks. 

The export balance of 36,000,000 marks 
in December, while it is not large, is par- 
ticularly encouraging in view of the fact 
that before the war German trade showed 
monthly imports averaging 80,000,000 marks 
in excess of exports. 
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Revaluation Explained 


From questions received in this office 
there seems to be a general lack of under- 
standing of the German revaluation law. 
The erroneous impression seems to have got 
abroad that the payment of German bonds 
at a fraction of their value is due to finan- 
cial weakness of the debtors, and _ that, 
therefore, the revaluation does not apply 
to bonds whose obligors are financially 
sound. For this reason, it is deemed worth 
while to go over the cause for revaluation, 
and the revaluation plan again. 

Most of the German bonds do not carry 
the provision so familiar to our investors 
“Pavable in gold of* present weight and 
fineness.” Instead, they are payable in 
marks. Hence, when the mark depreciated 
in 1924 until it had practically no value, 
all such obligations, payable in marks, lost 
their value at the same time. So far as 
is known, this applies to all German bonds. 

It would be obviously unjust to allow 
debtors to escape their obligations because 
of currency depreciation, although they also 
suffer hecause of it. To ameliorate this in- 
justice in some measure, a revaluation law 
Was passed, providing that bonds should 


be paid at a certain percentage of their 
gold mark value. In the case of bonds of 
industrial concerns, this is 15 per cent., but 
in the case of government loans, the per- 
centage is considerably lower—about 21/, 
per cent. The “gold mark value” for re- 
valuation purposes is identical with the face 
value of bonds issued before January 1, 
1918. The “gold mark value” of bonds is- 
sued after that date is computed according 
to the gold value of the paper mark at 
the time the bonds were issued. 

Under the plan, certain advantages ac- 
crue to “old holders” (people who purchased 
bonds prior to July 1, 1920, and have held 
them since that time). The plan is very 
complicated, and space is not available to 
explain it in detail. Full information, how- 
ever, may be obtained from the National 
City Bank, New York, which is acting as 
agent for the revaluation. . 


Dawes Plan Criticized 


There is still considerable opposition in 
Germany to the Dawes Plan. The Tdglich 
Rundschau, which is said to be very close 
to the present administration, said in a 
leading article recently that the plan is 
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proving in the long run unworkable. “Our 
Government,” it said, “must try to have 
the Dawes Plan altered, and it must be 
supported by the united front of all the 
parties.” Another attack, which appeared 
serially in the Berlin Lokal Anzeigler, 
charges that the plan is responsible for 
the present unemployment, the bankrupt- 
cies, the high prices, and even the child 
mortality in Germany. This series was 
published in pamphlet form and circulated 
among hundreds of German workmen. 

The bulk of this opposition to the Dawes 
Plan seems to be based on misinformation. 
There is a striking example of this in the 
pamphlet mentioned above. The addresses 
recently made by Gates W. McGarrah and 
Fred I. Kent, upon their return from visits 
to Germany are so distorted as to make 
them appear to be gloating over the eco- 
nomic plight of Germany. Mr. McGarrah 
is represented as saying that the German 
women “should be harnessed like horses to 
the ecor.omic wagon.” What these gentle- 
men actually did was quote the facts given 
in the report of the Agent General for 


THE BANKERS MAGAZINE 


Reparations, and express satisfaction over 
the operation of the plan during its first 
year. 

The readiness of some people in Germany 
to distort facts for their own purposes, 
and the apparent readiness of the people 
to believe the worst about foreigners is 
indicative of a political condition in that 
country that does not augur well for the 
future. 


Tax Reduction Proposed 


Nor is the present action by the German 
Government much more encouraging. The 
most recent budget plan submitted to the 
Reichstag by Dr. Peter Reinhold, Finance 
Minister, contains a deficit of 550,000,000 
marks, due to a proposed tax reduction of 
an equal amount. Bettgr collections of 
taxes, according to Dr. Reinhold, should 
produce an increase of revenue amounting 
to approximately 180,000,000 marks. It is 
proposed to cover the balance of 370,000,000 
by an internal loan and by the use of reserve 
funds. 

This is the budget that is expected to 
include a charge for reparations of 250,- 
000,000 marks. According to the Dawes 
Plan, the sale of 2,000,000,000 marks nominal 
value of preferred stock of the German 
railways should bring in to the Government 
one-fourth of that amount, or 500,000,000 
marks. The balance is to provide for past 
and future capital expenditures of the rail- 
ways. But there is no proposal, so far as 
is known, by the Finance Minister, to sell 
these shares. Instead, it seems to be pre- 
ferred to start again burdening the country 
with debt. 

He argues that “the most important thing 
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is the liberation of German business from 
the present burden of taxation.” It is an 
open question as to whether that is more 
important than the restoration of confi- 
dence in Germany which will come through 
balanced budgets and regular payments 
of reparations as they are due. It is dif- 
ficult to see how reparation payments are 
to continue for any length of time unless 
the Government collects from the people, 
through taxation, enough money to have 
a surplus over and above the costs of gov- 
ernment. The burden of taxation may be 
heavy—it undoubtedly will be heavy so long 
as there are reparation payments to be 
made—but the only way to get them paid 
is to Shoulder the burden. 

It may be that the taxes are burdensome 
because of inequitable distribution. If so, 
the proper remedy is a redistribution of 
taxes, not a general reduction resulting in 
a budget deficit. The recurrence of budget 
deficits will end in another period of infla- 
tion. It is to be hoped that the Agent Gen- 
eral for Reparations can do something to 
bring this to the attention of the German 
Government. 


i 


lrance 


EKBATE was resumed on M. Doumer’s 

tax bill in the Chamber of Deputies on 
January 26. The bill was intended to meet 
the budget deficit of 4,500,000,000 francs, by 
providing for economies in expenditure to 
the extent of 500,000,000 francs, and addi- 
tional taxation to supply the remaining 
4,000,000,000 francs. It is very difficult to 
gather from the newspaper accounts of the 
debates in the Chamber a clear idea of 
what taxation measures M. Doumer pro- 
posed, and what were grafted onto the bill 
by the Finance Commission and the various 
factions in the Chamber. 

It is known that the bill once included an 
article making it compulsory for everyone 
in France to declare, on oath, his income 
from all sources, whether the income is large 
enough to be taxed or not; an article re- 
quiring the registration of all bonds, and 
prohibiting the issue of bearer bonds; and 
an article imposing an inheritance tax of 
approximately 33-1/3 per cent. All these, 
as may be seen, are measures for making 
direct taxation more effective, and were, 
therefore, favored by the Socialists. As 
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they came to a vote they were rejected, 
one by one. 

Angered by the defeat of their measures, 
the Socialists proceeded to reject as many 
of the Government measures as they could. 
M. Doumer had suggested a tax on pay- 
ments; that is, a small stamp tax on all 
business transactions. This was rejected, 
Leon Blum, leader of the Socialists indicat- 
ing that the reason for rejection lay in the 
opposition of the Socialists to increasing in- 
direct taxation, which provides already 75 
per cent. of the tax revenues of France. 
Then M. Doumer proposed a tax on pro- 
duction. This, too, seems to have been re- 
jected. An increase of 30 per cent. in 
import taxes was suggested; as was also an 
export tax; and a proposal for increasing 
the price of tobacco. One by one these 
were defeated by the Socialists. 

Consequently, it was a very weak looking 
bill which passed the Chamber of Deputies 
at about 6.00 a. m., February 16. It con- 
tained only a hodgepodge of what was left 
from the proposals of all parties, after 
cutting out the important ones. It provided 


only 1,600,000,000 of the 4,000,000,000 francs 
needed, leaving a budget deficit of about 
2,500,000,000 francs. The bill now goes to 
the Senate, where it will probably be re- 
vised so as to provide again the 4,000,000,000 
needed, and sent back to the Chamber. Then 
the battle will have to be fought over again. 


Better Collections Necessary 


In the midst of the debate, the five syn- 
dicates of tax-collecting agents in France 
issued a public manifesto, giving their 
opinion as to what is wrong. “France is 
suffering,” they say, “from undigested taxa- 
tion.” What is needed, according to the 
agents, is not so much new taxes as an 
opportunity to collect the old ones efficiently. 

Considering the facts, there seems to be 
some justice in this claim. The budget for 
1925 was not voted until the middle of July 
1925. The tax collectors then had to frame 
their tax schedules and collect the revenue 
before December 31 of that year. In De- 
cember 1925, Parliament voted retroactive 
taxation amounting to 3,500,000,000 francs 
in addition to what had been collected. 
Since then, that decision has been twice 
modified, and there is still doubt of its 
constitutionality. The muddle in which all 
this involves the tax collectors is apparent. 
They are to be commended for collecting 
last year 2,500,000,000 francs more taxes 
than in 1924. At the rate the tax bill is 
progressing they may have to work under 
just as difficult conditions in 1926 as they 
did in 1925. 

Improved collections would help material- 
ly in France, but some new taxes are also 
necessary. No one wants to pay them, and 
the legislation is delayed while each group 
tries to shift the tax. The Socialists oppose 
any increase in the indirect taxes, because 
it would increase the cost of living. No 
one ever wants to increase the cost of living, 
yet taxes are a part of the cost of living, 
and taxes must be increased to balance the 
French budget. Whether the taxes even- 
tually passed be direct or indirect, they 
must increase the cost of living. Each 
Finance Minister tries to lay the new taxes 
on a different group of people, and so far, 
each has been ejected from office with re- 
markable celerity. A Paris correspondent 
of the New York Times summarizes it thus: 


M. Caillaux was driven out of office by 
an extra-parliamentary caucus because he 
wanted everybody to pay. Painleve and 
Bonnet were beaten by the Chamber because 
they wanted the property holders to pay 
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for everything. Loucheur was driven out 
by the Finance Commission because he tried 
to split the burden between the masses and 
the rich and loaded everybody too heavily. 
Doumer’s plan to make everybody share in 
paying, through a tax on all payments, has 
been defeated in the commission and would 
probably have been defeated in the Chamber. 


The procession of Finance Ministers 
which has been witnessed in the last year 
impelled a paragrapher to remark that 
“being a Finance Minister in France is like 
trying to keep house in a revolving door.” 


Mr. Keynes’ Plan 


J. M. Keynes, proponent of inflation, has 
offered a few suggestions in an open letter 
addressed to “the French Minister of 
Finance (whoever he is or may be).” “The 
right strategy,” says Mr. Keynes, “is to re- 
store confidence and then just rest. And 
the way to restore confidence is surely not 
to heap up taxes, but to stabilize the franc 
exchange beyond doubt or criticism near its 
present level.” There is probably no advice 
the Finance Minister would rather follow 
than that given—ceasing to heap up taxes, 
and instead restoring confidence and just 
resting. 

But, in order to stabilize franc exchange, 
says Mr. Keynes, it is necessary to further 
inflate the currency until internal prices in 
France rise to a point where the franc will 
buy no more in France than it will abroad. 
This is not so attractive, for it will raise the 
“ost of living—a thing all parties in France 
are striving to avoid. 

Even if this procedure should be adopted, 
it may be doubted if real exchange stability 
could he maintained without budget equi- 
librium. And new taxes seem absolutely 
necessary to a balanced budget in France. 


Industrial Conditions 


It is a curious economic paradox that 
inflation, which leads to the eventual ruin 
of a country, temporarily makes for good 
business. Inflation causes prices to be con- 
tinually rising, enabling all business men to 
make profits (though in a depreciating 
currency) by the simple expedient of hold- 
ing whatever they purchase for a short time 
before reselling it. If it is an article which 
must be manufactured and the manufactur- 
ing process takes considerable time, so much 
the better. The longer the period of manu- 
facture, the more prices will rise in the in- 
terval, and the greater the profit. 

This is perhaps the reason why, in spite 
of financial disorganization in the Govern- 
ment, industrial conditions in France have 
been good during 1925 and continue fairly 
good. The attaché of the Department of 
Commerce in Paris reports that there is 
no lack of employment for French labor, 
in spite of a net immigration of approx- 
imately 200,000. Wheat and barley produc- 
tion exceeds that of pre-war years, and 
sugar manufactured almost equals that of 
pre-war years. 

Production of iron ore, which averaged 
1,826,000 metric tons per month in 1913, 
averaged 2,416,000 tons per month in 1924, 
and in September 1925, amounted to 3,090,- 
000 tons. Coal production shows a similar 
improvement, due in part to the acquisition 
of Alsace-Lorraine. It touched a high level 
of 4,278,000 tons in October 1925, as com- 
pared with the average monthly production 
in 1913 of 3,710,000 tons. 

In short, industry and trade made good 
progress during 1925, in France, but the 
disturbed condition of public finance makes 
it more and more difficult to continue this 
progress. 
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Italy 


NOUGH of the details of the Italian 

debt settlement with England are now 
available to make comparison of them with 
the American terms. It will be remem- 
bered that they were hailed as much more 
lenient than the terms which the United 
States gave to Italy. The actual relation 
is clearly brought out in the following com- 
parison: 

(000 omitted) 


United States 
$2,042,000 


Great Britain 
Principal ..... $3,054,200 
Total repayments 
(principal and in- 
terest) 

Annual payments: 
First 5 years. a 5,000 
6th to 15th year....14,000 to 18,000 
16th to 25th year..20,000 to 26,000 
26th to 35th year..31,000 to 38,000 
36th to 45th year..43,000 to 52,000 
46th to 55th year..56,000 to 67,000 
56th to 62d year....73,000 to 80,000 
Last payment .. 


2,407,000 ,272,750 
10,000 to 22,250 
22,250 to 22,500 
22,500 
22,500 
22,500 
22,500 
22,500 
11,250 


Great Britain, for a debt larger than that 
of the United States is receiving an aggre- 
gate payment a little over half of what the 
United States will receive. However, as 


$15,000,000 (£3,000,000) 
9,000,000 (£1,800,000) 
5,250,000 (£1,050,000) 
7,291,105 (£1,458,221) 


. . 





compensation for this, Britain gets prompt 
payment. Maximum payments begin within 
the first five years, and it is not until after 
the sixteenth year that the payments to the 
United States reach those to Great Britain. 
The United States profits by the principle 
(familiar in corporate reorganizations) that 
those who must have money quickly must 
compromise their claims, whereas creditors 
who can afford to defer their claims some 
time, may receive much larger payments. 

It is fortunate that the debts have been 
arranged thus, for Great Britain needs 
cash at present, to maintain the gold stand- 
ard, and to help in making payments on her 
own debt to the United States. Large pay- 
ments to the United States in the near fu- 
ture would probably prove embarrassing by 
causing a sudden influx of foreign goods, 
and by adding more gold to the already 
abundant supply which constantly tempts in- 
flation. 

The Effects 

The settlement of these debts, and the 

consequent elimination of the element of un- 
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certainty in public finance in Italy has had 
a beneficent effect on trade and finance. 
The commercial attaché of the Department 
of Commerce in Rome, reports that Govern- 
ment revenues in Italy continue to show a 
surplus over expenditures; that business is 
notably active, with the exception of the 
iron and steel industries; and that even 
those industries are maintaining normal pro- 
duction. 


Finland 


N December 12, 1925, Finland passed 

a law re-establishing the gold standard. 
Under this law, the details of which have 
recently come to hand, the Finnish mark 
will have a gold value equal to the present 
value of the paper mark; namely $.025. Gold 
coins of the value of 100 and 200 marks are 
to be minted, the former containing 3-15/19 
grammes of fine gold, and the latter 7-11/19 
grammes. 

The gold coins, however, are not intended 
to circulate to any great extent. The cir- 
culating medium will continue to be, as 
heretofore, notes of the Bank of Finland, 
the bank of issue. The bank has been 
reorganized with a capital of 500,000,000 


Finnish marks, and it may issue notes up 
to the value of its stock of gold and bal- 
ances with foreign correspondents. An ad- 
ditional issue of notes, covered by bills pay- 
able abroad in foreign currency, bonds 
quoted on foreign exchanges, and domestic 
bills with maturities not exceeding three 
months, for which at least two solvent per- 
sons are responsible, is permitted. This 
fiduciary issue is limited to 1,200,000,000 
Finnish marks. Any issue of notes ever this 
amount must be authorized by the Diet. 

The bank is obliged to redeem its notes 
on demand in gold coin (Finnish), in gold 
ingots, or in checks made out in foreign 
gold currency payable at sight at the cur- 
rent rate of exchange, which may not exceed 
parity by more than 1 per cent. 


The Budget 


The Finnish ordinary budget, which was 
passed on the same day as the law re- 
establishing the gold standard, shows an 
estimated surplus of 493,400,000 Finnish 
marks. This surplus will be used up by the 
extraordinary budget, and an additional 
grant of 75,100,000 marks from the cash 
balance will be necessary. 
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Judging from past experience, it is un- 
likely that this draft on the cash balance 
will be made. Revenues in Finland are 
very conservatively estimated, and have 
regularly exceeded the calculations in re- 
cent years. In 1924 the budget provided 
for a similar deficit of 159,500,000 marks for 
1925, but actual returns showed a surplus 
of 67,500,000 marks. 


Norway 


HE industrial stagnation that has pre- 

vailed in Norway for several months 
still continues. Prices have been declining 
steadily in that country, the index number 
falling from 279 in December 1924 to 220 
in December 1925. With such a condition, 
business stagnation is not surprising, for it 
is very difficult to make profits on a steadily 
declining market. 

The declining prices have been accom- 
panied by a similar decline in the note cir- 
culation from 391,800,000 kroner in Decem- 
ber 1924 to 362,800,000 kroner in December 
1925. The exchange value of the krone has 
risen from 7.11 kroner to the dollar in Jan- 
uary 1924 to 4.93 to the dollar in December 
1925. In other words, deflation is in process 
in Norway. That is the cause of the poor 
business. 

The deflation has gone so far that the 
Exchange Commission, in its report has rec- 
ommended a trial stabilization of the krone 
at its present level. It is reported that the 
Government of Norway is seeking a loan of 
$30,000,000 in New York for this purpose. 
Had the effects of the deflation been less 
acute, it is reasonable to suppose that the 
exchange would have been supported until 
it reached its par of 3.73 kroner to the 
dollar. 


Denmark 


RACTICALLY the same _ condition 

seems to be afflicting Denmark. Un- 
employment is mounting, accentuating the 
depression. As in Norway, the condition is 
probably due to the policy of restoring the 
krone to parity and returning to the gold 
standard. This naturally involves a revalu- 
ation of the krone; or, expressed the other 
way, a decline of prices. Declining prices 
always cause bad business. 

The National Bank of Denmark was 
charged a year ago by the Danish Gov- 
ernment with the problem of stabilizing the 
krone. At that time a loan was secured 
from certain American banks to aid in 
stabilization. 

A one year revolving credit of $40,000,000 
has been secured by the National Bank 
of Denmark from the Bankers Trust Com- 
pany, New York, in association with the 
Chase National Bank, New York. ‘The 
purpose of this credit, as of that of last 
year, is to effect stabilization of the krone. 
It is understood that better terms were se- 
cured this year by the National Bank of 
Denmark, thereby reflecting the improved 
Danish economic and exchange situation. 
The National Bank of Denmark has under- 
taken to hold the krone above $.23785 until 
the end of 1926 with the expectation of 
raising that minimum at the end of the 
year, in accordance with the object of grad- 
ually returning to parity and the gold 
standard. 


The Netherlands 


HE Netherlands, having raised its ex- 
change to par by about December 1924, 
and returned to the gold standard officially 
about May 1, 1925, along with Great Britain, 
is now enjoying fair prosperity, in spite of a 
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prolonged cabinet crisis, preventing the pas- 
sage of important economic legislation. Ex- 
change fluctuations having been eliminated 
for the most part, merchants can make fu- 
ture contracts with some confidence. This re- 
sulted, during 1925, in a steady improve- 
ment in Dutch commerce, which still con- 
tinues. 
Austria 
T the League of Nations meeting toward 
the end of 1925 a further step was 
taken looking toward the ending of League 
control of Austria’s national finances. This 
step, taken on the advice of the League’s 
Financial Committee, was in the form of 
a passed resolution authorizing the Austrian 
Government to use a substantial portion of 
the unspent part of the Reconstruction Loan 
for the electrification of railroads and other 
productive purposes. 

On January 14, the Austrian cabinet re- 
signed, declaring that it had fulfilled the 
fiscal reform plan laid down by the League 
of Nations. The retiring Finance Minister, 


Herr Ahrer, was dissatisfied because of 
failure to adopt his reconstruction program. 
At the same time many industrialists and 
members of his party attacked him because 
in his program he pointed out that an un- 
usual proportion of the funds of the Aus- 
trian banks was invested abroad and recom- 
mended the return of these funds to Aus- 
tria as sufficient to allow the financing of 
the country’s recovery without foreign aid. 


Hungary 

GIGANTIC counterfeiting plot has 

been uncovered in Hungary. Accord- 
ing to dispatches of Budapest and Vienna 
newspapers, the head of the band of coun- 
terfeiters was Prince Louis Windischgraetz, 
who started negotiations with leading banks 
in Vienna and Berlin, offering to them large 
loans in French francs. He planned to 
grant the loans in the form of counterfeit 
1000 franc bills which he manufactured on 
his estate in northern Hungary. The dis- 
patches say that the counterfeiting gang 
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hoped to flood all Europe with such French 
bank notes. 

The discovery has caused a great deal 
of agitation in Hungary, for it is charged 
that the counterfeiting went on with the 
knowledge and consent of the Government, 
and that therefore the motive for counter- 
feiting was political rather than economic 
or criminal. Certainly there is some ground 
for this belief in the stupidity of Prince 
Windischgraetz in trying to pass counter- 
feit bills on banks. A real criminal would 
certainly operate more skilfully than this. 


American Investment in Hungary 


The Hungarian General Creditbank, 
Budapest, the leading banking institution of 
Hungary, with branches throughout the 
country, is increasing its capital by one- 
third, to take care of the expanding credit 
needs of Hungary. The bank was founded 
in 1867, and has paid dividends in every 
year since that following its organization. 
The new stock is being acquired by Inter- 
national Acceptance Bank, Inc., New York; 
Hallgarten & Co., New York; Lehman Bros., 


New York; and Goldman, Sachs & Co., New 
York, participating with British and con- 
tinental banking groups. After the increase, 
the combined capital and surplus will 
amount to over $11,100,000. 


Spain 


Fy important banking reform has been 
effected in Spain by a recent minis- 
terial order. This order is considered as an 
indispensable measure for steadying public 
confidence in national banking. 

By the terms of this order all banks, 
bankers, and other banking concerns, 
whether national or foreign, established in 
Spain must in the future submit to the 
Supreme Banking Council monthly returns 
showing the funds in their possession as 
well as all securities entrusted to them for 
safe custody. 

The new law requires the monthly inven- 
tory of the securities owned by the bank, or 
held in trust to be vouched for under the 
personal responsibility of one of its high 
officials, appointed for the purpose, and the 
measure is devised with a view to question- 
ing any irregularity as soon as it becomes 
apparent. Public opinion is favorably im- 
pressed by its general incidence, and it will 
undoubtedly contribute toward the restora- 
tion of confidence in national banking, now 
at a very low ebb. 


Chile 


AST October, Dr. E. W. Kemmerer of 
Princeton University (who has earned 
the sobriquet of “the currency doctor” be- 
cause he is so often called in to reform 
the currency systems of various countries) 
headed a commission to revise the monetary 
and banking system of Chile. The commis- 
sion included H. M. Jefferson of the Fed- 
eral Reserve Bank of New York, who re- 
mained, after the completion of the plan, 
to supervise the inauguration of the new 
Central Bank of Chile, which is to be the 
bank of issue under the plan. The bank 
was organized on January 11 of this year, 
and in February, a shipment of $10,000,000 
of gold was received from it by the National 
Bank of Commerce in New York, which is 
to act as its agent in the United States. 
The gold is earmarked, and is to serve as 
a part of the reserve of the Central Bank 
of Chile. 
The period of inconvertibility and ¢- 
change fluctuation terminated by this re 
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turn to the gold standard on the part of 
Chile dates back into the last century. Par 
for the Chilean peso has been established at 
183057 grams of fine gold, or 12 cents 
United States currency. 


The Bank of Issue 


The new Central Bank of Chile, which will 
have a monopoly of note issue in that coun- 
try, is capitalized at 150,000,000 pesos, of 
which 20,000,000 pesos will be furnished by 
the Government, and the remainder by the 
member banks and by public subscription. 
All commercial banks operating in Chile, 
foreign as well as domestic, must become 


of their capital, the capital being computed 
as that ratio of the capital of the bank that 
the assets of the Chilean branch bear to 
the total assets of the bank. 

The existing note issue of Chile is to be 
\redeemed or replaced by notes of the new 
central bank, which assumes complete lia- 
bility for the paper currency now in cir- 
culation. In return for assuming this lia- 
bility, the Chilean Treasury has turned 
over to the bank the gold holdings now 
held in the office of issue and elsewhere as 
security for the existing issue of notes, de- 
posits in the Banco Espanol, pledges of 
nitrate, and a proportion of the gold now 
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notes will be issued against all tenders of 
gold and foreign exchange. In case of 
failure to redeem its notes at par, the bank 
will be declared “bankrupt on account of 
suspension of payments” and _ liquidated 
forthwith. Fiduciary circulation of sub- 
sidiary will continue to be a 
function of the Treasury, but the volume 
of such circulation will be subject to the 
approval of the officials of the new bank. 


coins 


Eligible Paper 


Paper eligible for discount and_ redis- 

* count at the bank for other banks and for 
the public is limited to liquid commercial 
paper having not more than ninety days 
to run, except agricultural paper, which 
may be rediscounted in certain quantities 
up to six months. Eligible paper must bear 
two first-class signatures, or one first-class 
signature and collateral in the form of 
bills of lading and warehouse receipts cov- 
ering goods in process of production, manu- 
facture, transportation or sale. Single name 
drafts by member banks on foreign banks, 
of not more than ninety days maturity may 
be purchased, and member banks are per- 
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mitted to rediscount indorsed bills and notes 
up to ninety days secured by high-grade 
mortgage and corporation bonds, provided 
the total amount of paper so secured does 
not éxceed 25 per cent. of the member banks’ 
capital and surplus. 

The central bank may not invest more 
than 20 per cent. of its paid-up capital and 
surplus in Government securities. Such 
investment requires the approval of six of 
the ten directors of the bank. With the 
approval of eight directors, this limit may 
be raised to 30 per cent. for a period of 
six months only. The bank is absolutely 
prohibited from discounting paper the pro- 
ceeds of which have been or shall be used 
in the purchase of corporation securities 
or for speculative purposes, or paper to 
finance the purchase of permanent invest- 
ments such as land, mines, buildings, furni- 
ture, machinery, or automobiles. It may 
not deal in the stocks and bonds of private 
corporations, its own shares, paper secured 
by its own notes, or in real estate, other 
than such as may be necessary for its own 
use, or may be received in satisfaction of 
debts previously contracted. 
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they being met slowly? 





BANCO DE PONCE 


PONCE, PORTO RICO 


Your Exports to Porto Rico 


The volume of your business depends principally on local 
market conditions ruling the commodity and also in an indirect 
way on the situation in general. 


When is the right time to increase your sales to Porto Rico? 
When to curtail them? Are collections moving rapidly or are 


Only a Bank close to the situation can give efficient service and 
give you such thorough information as will enable you to guide 
your policy in the right direction. 
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Reserve Requirements 


The bank will act as fiscal agent for the 
Government, and as a clearing house, and 
will be empowered to receive deposits with- 
out interest from the Government, the pub- 
lic, and other banks. Deposits from other 
banks may be counted as legal reserves. 
Foreign and national commercial banks in 
Chile must maintain reserves of 20 per cent. 
against demand deposits, and 8 per cent. 
against time deposits. The reserves may 
be carried in cash or as deposits in the 
central bank. The Central Bank of Chile 
must maintain a reserve of 50 per cent. of 
combined deposit and note liabilities, which 
reserve must be in gold in vaults or ear- 
marked abroad, or in deposits in recognized 
banks of high standing abroad. When the 
reserve ratio of the central bank falls be- 
low 50 per cent., a progressive deficiency 
tax becomes operative, and the discount rate 
must be raised to at least 7 per cent. plus 
a rate equal to at least one-half the rate 
of the deficiency tax. 

Discount rates will be fixed by the di- 
rectors, and may vary for different types 
and maturities of paper, but must be the 
same for comparable types of paper 


throughout the country. No member bank 
will be permitted to rediscount paper upon 
which it is charging its customers more 
than 2! per cent. above the discount rate 
of the central bank for paper of the same 
type anc maturity. 


{dministrative Provisions 


The ‘ank will be under the control of 
a boa yf ten directors, each serving for 


three years, and eligible for reappointment. 
Three will be appointed by the Government, 
two will be elected by the national member 
banks, one by the foreign member banks, 
and one by the public stockholders of the 
bank. In electing directors, each share of 








Trade With Sweden 





Aktiebolaget 


Goteborgs Bank 


Gothenburg and Stockholm 
SWEDEN 


Established in 1848 


Own capital Kr. 78,750,000 
(over $20,000,000) 


Through our many branches and 
correspondents all over Sweden 
we are able to offer every accom~- 
modation possible for banking 
transactions in Sweden. 


Cable address: Gotabank 
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BANKING IN FINLAND! 


KANSALLIS - OSAKE - PANKKI 





Capital Fmk. : 





(National Joint Stock Bank) 
ESTABLISHED 1889 


Head Office: 
HELSINKI 
(Helsingfors), Finland 


134 Branches at all important business 
centres in Finland 


Reserve Fund and Profits Fmk. 
Deposits etc. (31/12'24) Fmk.  - 


All descriptions of banking business transacted 
Telegraphic address: KANSALLISPANKKI 


: 150,000,000 
115,000,000 
1,704,000,000 














stock shall be entitled to one vote. 
other three members will 
agricultural, manufacturing, 
labor interests. 

At least 20 per cent. of the profits must 
be added to surplus, until accumulated sur- 
plus equals one-half of the paid-up capital 
of the bank. Thereafter, 10 per cent. must 
be added to surplus, until surplus equals 
paid-up capital. Under certain conditions 
these percentages may be raised. Of the 
remainder, 5 per cent. goes to a special em- 
ployes’ benefit fund, and cumulative divi- 
dends are paid to the stockholders at 
a rate not exceeding $ per cent. on the 
paid-up capital. Further dividends up 
to 12 per cent. may be paid to stock- 
holders or set aside as a dividend reserve, 
but if so, an equal amount must be paid 
to the Government as a franchise tax. 
Profits remaining, if any, are distributed 

5 per cent. to the Government as a fran- 
chise tax, and 25 per cent. to the stock- 
holders. 

It will be seen from this brief descrip- 
tion of the organization of the new Central 
Bank of Chile, that it follows closely the 
organization of the Federal Reserve Banks, 


The 
represent the 
mining and 
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with various modifications to meet local 
conditions; such as the higher reserve re- 
quirement, the accepting of public deposits, 
etc. It is to be hoped that it begins a 
period of monetary stability for Chile. 


Czechoslovakia 


HE after effects of deflation, rather 
than deflation itself are being felt in 
Czechoslovakia. There has been a decline 
in industrial production, due not so much 
to domestic demand failing but to dimin- 
ished exports to neighboring countries 
where conditions are reported to be bad. 
Coal and coke production, bank clearings, 
etc., show a marked decline. Textile mills, 
machinery factories, iron and steel works, 
and plate glass factories, are also reducing 
their activities. 
The concomitant of depression, 
money, is visible in that country now. The 
rate of discount has been reduced from 
61%, per cent. to 6 per cent. in the attempt 
to stimulate business. ‘The ratio of re- 
serves of the Government banking office to 
the circulation and deposits is 42 per cent. 


easy 
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The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 
production of the Islands. 


Che Bank of the Philippine Jalands 


Capital fully paid-up . (Pesos) 6,750,000 - ($3,375,000) 


Reserve funds .. . 


Head Office: M 


Brancues: ILoico, Cesu, ZAMBOANGA 


William T. Nolting - 
a F. Marias - - 


ulgencio 


R. Moreno - 
D.Garcia- - - 
E. Byron Ford - 
S. Freixas - - 
P.J.Campos- - 
.-M.Browne- - 
-M.Garcia - - 


Correspondents in all parts of the World 
Special attention given Collections 


2,250,000 - ($1,125,000) 
ANILA, P. I. 


Borromeo 

Chief, Foreign Department 
- + Chief 

- Manager 


- Manager 
Manager Zamboanga 




















the highest point attained in 1925. The 
crops are doing well. 


Argentina 


ULL business is reported in Argentina, 

in the monthly cable summary of con- 
ditions received by the First National Bank, 
Boston, from its Buenos Aires branch. 
Failures in January 1926 were about twice 
those of January 1925, though lower than 
in December 1925. Bank clearings, depos- 
its, and cash are all lower. Prices of wheat 
are lower, as are also hides. The cattle 
and wool markets are quiet and fairly 
steady. Exports are moving slowly, result- 
ing in temporary weakness of the peso in 
the exchange market. The condition seems 
to be due to and accentuated by the mid- 
summer holidays. 

& 


International Banking Notes 


The report of the Midland Bank Lim- 
ited, London, the largest bank in the world, 
for the year ending December 31, 1925, 
shows a net profit, after full provision for 


all bad and doubtful debts, of £2,522,469. 
Adding to this amount £801,467, brought 
forward from last account made a total 
of £3,323,936. Out of this amount, an in- 
terim dividend at the rate of 18 per cent. 
per annum was paid for the half-year 
ended June 30, 1925, amounting, less income 
tax, to £848,862. A dividend at the same 
rate was paid for the half-year ended De- 
cember 31, 1925, amounting, less income 
tax, to £911,907. The difference in the 
amount of the two dividends, though at 
the same rate, was due to the issue of 
688,494 new £1 shares at a price of £2 per 
share, increasing the capital of the bank 
by £688,494, and the reserve fund by a 
similar amount. 

Of the remainder of the profit, £600,00C 
was allotted to the bank premises redemp- 
tion fund, £150,000 was placed in the offi- 
cers’ pension fund, and £813,166 was car- 
ried forward to next account. 

Total resources of the Midland Bank 
Limited, at the date of this statement 
amounted to £411,485,766. 


© 
The ninety-eighth annual report of the 
Belfast Banking Company Limited, Belfast, 
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Rotterdam 
The Hague 


Capital . 
Reserve. 
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Rotterdamsche 
Bankvereeniging 


Amsterdam 


Every description of banking business transacted, 
including the making of collections, the issuance of 
travellers letters of credit and documentary letters 
of credit, buying and selling of foreign exchange 
and of stocks and shares. 


Our large capital and complete organization en- 
able us to handle all matters entrusted to our 
care with efficiency and promptness. 


Representative for the United States 


3. Enderman, 31 Nassau Street, New York 
HNNNNQ0000000EEEEOOUUOUUOUUUUOUGUOOQOOO0EUEEOEOUOUOOUOUOOUOOOOOOOOEEEOUEUUUUUUOUOUOOONOOOOEEEEUOOUOUUUOOGOOOOOOOOEEEOUEOUOUOUOUOOOOOOOOOOOOGGOUEEEEOOOOUAASUEOUOUOOUUOITS 


Ir 


f150,000,000 
f120,000, 000 
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Ireland, which bank is _ affiliated with the 
Midland Bank Limited, London, shows a 
net profit for the year ended December 31, 
1925, after full provision for rebate, ex- 
penses and all bad and doubtful debts of 
£104,534, added to which the _ balance 
brought forward from last account, £89,019, 
makes a total sum of £193,554, which 
amount has been distributed as follows: 

£ 

To two half-yearly dividends, less income 

tax ideale PLE Aa eee 
To reserve for future contingencies. . 50,000 
Carried forward to next account. . 91,166 


© 


The  ninety-third annual report of the 
National Provincial Bank Limited, London, 
shows a net profit for the year 1925, after 
making provision for all bad and doubtful 
debts and rebate of discount on current 
bills, of £2,161,579, to which has been added 
the sum of £911,675, brought forward from 
last account, making a total of £3,073,254. 

Two dividends were declared during the 
year; an interim dividend of 8 per cent., 
amounting to £758,353, paid in July 1925; 
and a further dividend of 10 per cent., pay- 
able January 30, 1926, amounting to £947,- 
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941. The balance of the account has been 
disposed of as follows: 


f 
Se RI - TINIE ictisientcnsiintinsensceeenistnsinscencnnces ..150,000 


eo--e---1 00,000 
...- 200,000 
----916,959 


To bank premises account ....... 
To contingencies account ................. 
Carried forward to 1926 


© 


The balance sheet of Coutts & Co, 
London, (which is affiliated with the Na- 
tional Provincial Bank Limited) as of 
December 31, 1925, shows total resources of 
£18,684,547, total deposits of £17,083,565, 
paid-up capital of £800,000, and a reserve 
fund of £800,000. 


© 


The statement of the National Bank 
Limited, London, for the half-year ended 
December 31, 1925, shows a profit for dis- 
tribution, including £30,971 brought for- 
ward from June 30, 1925, of £213,538. This 
amount has been disposed of as follows: 

£ 


To half-yearly dividend at the rate of 14 
per cent., less tax ‘ 

To income tax and contingencies accoun 

To reserve fund .............--...-.- : ; 

To reduction of bank premises . 

Carried forward to next account .- 


_...90,125 
t..35,000 

35,000 
25,000 
28,413 
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Should be in the 
foreign department 
of every bank do- 
ing an internation- 
al business. 


ALLIED WITH 
THE 
BANKERS 
MAGAZINE 
New York 








- 


Price $10 




















The annual report of Williams Deacon’s 
Bank Limited, London, shows a net profit 
for the year 1925, after making provision 
for bad and doubtful debts, etc., of £344,- 
859, adding to which the balance from last 
year of £41,448, gives a total of £386,308 
for distribution. Dividends of 13%, per 
cent. per annum on the “A” shares and 12% 
per cent. per annum “B” shares, amounting, 
less income tax, to £253,906 were declared 
during the year; £50,000 has been added 
to the reserve fund; and £40,000 to bank 
premises account; leaving a balance in the 
profit and loss account of £42,402. 


© 

The balance sheet of the Westminster 
Foreign Bank Limited, London (an auxil- 
iary of the Westminster Bank Limited) as 
of September 30, 1925 shows total resources 
of £12,055,992, total deposits of £6,252,247, 
paid-up capital of £1,080,000, and a profit 
and loss balance of £36,792. 


© 
The report of the Lancashire and York- 


shire Bank Limited, Manchester, England, 
presented at the fifty-third annual general 


meeting of the stockholders showed a net 
profit for the year ended December 31, 
1925, after payment of all expenses and 
providing for all bad and doubtful debts, 
etc., of £245,359, making, with £105,668 
brought forward from the previous year, 
a total of £351,028. This has been dis- 
posed of as follows: 


To dividends of 40s. per share, 

to deduction of income tax .................... 
To bank property account 
To the staff widows’ and orphans’ 
Carried forward to next account 


© 


The report of the Manchester and County 
Bank Limited, Manchester, England, for 
the year ended December 31, 1925 shows 
a net profit, after making provision for 
bad and doubtful debts and payment of 
all expenses of £199,318, to which has been 
added the balance brought forward from 
last year, £91,971, making a total of £291,- 
290. This amount has been disposed of as 
follows: 


£ 
To payment of dividends totalling 13s. 
per share, subject to deduction of in- 
come tax 177,456 
To reserve fund ... 20,000 
Carried forward to next account ................ 93,833 
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A New Edition 
of a Standard 
a 


This book is a manual of the world’s 
monetary systems; the foreign ex- 
changes; the stamp duties on bills of ex- 
change in foreign countries; the prin- 
cipal rules governing bills of exchange 
and promissory notes; foreign weights 
and measures; and bullion and exchange 
operations. The first edition of ‘‘Tate’s 
Cambist’” appeared in 1829 and the 
present edition is the twenty-seventh to 
be brought out under the imprint of 
Effingham Wilson. It has been entirely 
revised and re-written in order to cover 
the many changes in foreign exchange 
since the War. 


TATE’S 
Modern Cambist 


Edited by 
WILLIAM F. SPALDING 


Price $10.00 











The London “Times” calls this edition 
the most “important reference book on 
monetary questions issued since the 
War,” and says that it “‘should prove in- 
dispensable to every banker, foreign ex- 
change dealer, financial house and to all 
those requiring an authoritative record 
of the world’s present monetary systems 
and foreign exchanges.”’ 








Some Press Opinions 


“In the hands of Mr. W. F. Spalding 
the preparation of this standard work, 
with the thoroughness to be expected 
from this author, has naturally neces- 
sitated the re-writing of much of the 
book, which is now up to date in every 
respect.”-—‘“‘Morning Post,” December 28, 
1925. 


“Will be welcomed by all those whose 
business requires exact information re- 
garding the money units of civilized 
countries. In the new edition Mr. 
Spalding has had to include countries 
never dreamt of before the War.”— 
“Daily Telegraph,” December 19, 1925. 








For sale by 
The Bankers Magazine 


71 Murray Street, New York 














THE BANKERS MAGAZINE 


The eighty-third statement of assets and 
liabilities of Glyn, Mills and Company, 
London, as of December 31, 1925, shows 
total resources of £34,697,258, deposits of 
£31,026,455, advances to customers and 
other accounts of £9,230,065, paid-up capi- 
tal of £1,060,000, and reserve fund of 
£530,000. 

© 

The report of the Bank of Ireland, Dub- 
lin, Ireland, for the year ended December 
31, 1925, showed a net profit, after meeting 
all charges and providing for bad and 
doubtful debts, etc., of £590,724, to which 
must be added £74,855 brought forward 
from December 1924, making a total of 
£665,579. 

Out of this amount dividends of 14 per 
cent. free of income tax, have been de- 
clared, absorbing £387,692. Reserve ac- 
count has been increased £207,230, and the 
balance of £70,656 has been carried for- 
ward to next account. 


© 


The statement of condition of the Skan- 
dinaviska Kreditaktiebolaget, Stockholm, as 
of December 31, 1925 shows total resources 
of 998,297,506 kronor, deposits of 563,720,- 
209 kronor, secured loans of 511,162,218 
kronor, bills discounted of 159,317,388 
kronor, and cash on hand amounting to 
26,121,557 kronor. The capital of the bank 
is 87,188,000 kronor and the reserve fund 
amounts to 94,812,000 kronor. 


© 
The statement of condition of the Im- 
perial Bank of India, Bombay, Calcutta, 
Madras, India, as of January 1, 1926 showed 
total resources of 95,71,55,000 rupees, de- 
posits (exclusive of public deposits) of 
77,61,86,000 rupees, loans of 15,93,96,000 
rupees, cash credits of 35,74,67,000 rupees, 
and cash on hand of 17,55,70,000 rupees. 
The paid-up capital of the bank is 5,62,- 
50,000 rupees, and the reserve stands at 
4,77,50,000 rupees. 
© 


The National Bank of South Africa, Lim- 
ited, having been amalgamated with Bar- 
clays Bank (Dominion, Colonial and Over- 
seas) the business of the New York agency 
of the National Bank of South Africa, Lim- 
ited, will be conducted at 44 Beaver street, 
New York, as heretofore, under the name 
of Barclays Bank (Dominion, Colonial and 
Overseas) effective March 1, 1926. 





; and 
pany, 
hows 
‘s of 

and 
capi- 
1 of 


Dub- 
mber 
eting 

and 
vhich 
ward 
1 of 


} per 
de- 
ac- 

1 the 

for- 


ykan- 
n, as 
irces 
720,- 
2,218 
7,388 
g to 
bank 
fund 


Lim- 
Bar- 
)ver- 
rency 
Lim- 
reet, 
name 

and 

















ELLIOTT C. McDOUGAL WALTER P. COOKE 
Chairman of Board Vice-Chairman of Board 


GEORGE F. RAND EDWARD H.LETCHWORTH 
President General Counsel 


HESE four men are at the helm 
of The Marine Trust Company 


of Buffalo, one of the nation’s larger 
banks. 


Assisting them are 1 a vice-presidents, 
34 junior officers, 27 branch managers 
and more than goo employees—a 
mighty organization devoted to 


modern banking. 


m™ MARINE 
TRUST GOMPANY 


OF BUFFALO 


Resources more than $200,000,000 















































New Building to be erected for the Franklin Trust Company, Paterson, N. J. 


E new building of the Franklin 

“hE Trust Company, Paterson, N.]J., 
ve a) will be erected at the corner of 
SS Market and Union streets. It 
will be carried out in granite with lime- 
stone, bronze windows, grilles and doors. 


Thomas M. James Company 
3 Park Street, Boston 342 Madison Ave., New York 


Architects and Engineers 


We would be glad to help you solve your 
bank building problem 
Write us for booklet 





























Some Bank Credit Problems 





Tue Bankers Macazine has secured the services of a capable credit man 
to answer the inquiries of readers on current problems of the credit manager. 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the persons asking the question will be used. 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail ve included to 
enable the editor to draw the proper conclusion. 
the Editor, Bank Credit Problems, Tue Banxers Macazine, 71-73 Murray Street, 


New York.—Eniror. 





In case the question is 


Inquiries should be addressed to 








Other Current Assets 





ONTINUING the subject of statement 

analysis, the Creditor Editor takes 
up this month the remainder of the items 
on the asset side of the balance sheet. 
This is the twelfth article in the series 
on credit and credit department methods 
which was begun last April. Previous 
articles have taken up the various types 
of business organization and the state- 
ments they issue; the trial balance, the 
balance sheet, and the profit and loss 
statement, and analysis of some of the 
asset items of a balance sheet. 











the technical distinction sometimes 

drawn between current assets and quick 
assets. Current assets are those assets 
which are current in the ordinary course 
of business. In the average business these 
are cash, receivables and merchandise, or 
some form of these items. One may raise 
the question as to what is meant by other 
forms of these items. This will be discussed 
immediately after settling the question of 
distinction between current assets and 
quick assets. Quick assets are those assets 
which are not only current in the usual 
course of business, but also can be turned 
immediately into cash at a certain value. 
The most ordinary would perhaps be cash 
surrender value of life insurance. Of 
course, even plant, automobiles, etc., have 
a certain quick value if one wants to an- 
alyze a quick position. However, if a com- 
pany were to sell these it would have to 
go out of business or reduce operations. 
Therefore, such a quick analysis would only 
be made for a liquidating concern. When 
it was mentioned that plant might have a 
certain quick value, it was meant that 
though the plant might be worth $50,000, 


[' might not be amiss here to mention 


it would have a quick value of perhaps 
$25,000. In other words, at a_ sacrifice 
price it could be readily sold. 

To turn back to cash, receivables and 
merchandise; in the usual course of busi- 
ness, merchandise is sold, receivables are 
entered on the books, and later cash is re- 
ceived in settlement and the receivables are 
stricken from the books. If business were 
slack, and some funds ordinarily employed 
in these assets were not needed, the man- 
agement might elect to invest some of this 
surplus money in readily marketable se- 
curities, commercial paper, call loans, etc., 
as a temporary matter, rather than let it 
lie idle. This, then, is another form of 
cash. “Advances on merchandise” is a cur- 
rent asset and another form of merchandise, 
and there are such other forms of the 
usual current assets. It is, therefore, evi- 
dent that from time to time statements will 
be presented which will claim other current 
assets besides cash, receivables and ,mer- 
chandise. As one may judge from the fore- 
going, sometimes these claims are justified. 
On the other hand, sometimes they are not. 
This is for the credit man to determine. If 
the item is “securities,” he should definitely 
know the composition before classing all 
or any portion as a current asset. If the 
item be “other receivables,” he should 
thoroughly convince himself that the classi- 
fication as a current asset is warranted be- 
fore giving such a classification. The cash 
surrender value of life insurance is the 
surrender value of life insurance on the life 
of officers in favor of the company. While 
it is a quick asset in a liquidating concern, 
it is not a current asset in the ordinary 
operation of the business. The life insur- 
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NATIONAL BANK of 
BOSTON 
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WEN you have Boston or 

New England business, 
send it to us. With ofhces cover- 
ing the city and direct collection 
facilities throughout this section, 
we afford quickest and best ser- 
vice. | Correspondence invited. 


CapiraL and Surptus, $40,000,000 


Foreign Branches 


Buenos Aires, ARGENTINA Havana,Cusa 


European ‘Representative 
24, OLD Broap St., Lonpon 




















Boston 


Investment Securities 





Kidder, Peabody & Co. 


Founded in 1865 
Providence 


Government Bonds 


Letters of Credit 


We issue confirmed Circular and Commercial Letters of Credit in £ on 


BARING BROTHERS & CO., Ltd. 
LONDON 


and their correspondents throughout the world; also Letters of Credit in $ on 


THE KIDDER PEABODY ACCEPTANCE CORPORATION 
BOSTON or NEW YORK 


New York 


Foreign Exchange 








ance is carried for the benefit of the com- 
pany: as a going concern it will be con- 
tinued and not discontinued, and it is nec- 
essary that it be discontinued in order to 
realize its surrender value. ‘Therefore, it 
is evident that it is rightfully regarded as 
a slow asset in a company being analyzed 
as a going concern. 

The item of supplies is customarily con- 
sidered as a slow asset, because of the fact 
that it is small, and inquiries concerning 
it are unusual. Supplies such as the bags 
of a flour company which enter into the 
product when it is sold, can rightfully be 
regarded as current assets. However, sup- 
plies such as electric light bulbs, machinery 
parts, etc., which are to go in the fixed 
assets of the company should not be re- 
garded as current. It is impossible here 
to discuss all of the various assets which, 
from time to time, the credit man and an- 
alyst will find in statements, claimed to 
be current assets. Some are peculiar to 
the particular line of business. In the case 
of a leather tannery, an item will be shown 
of liquors in vats. These liquors are nec- 
essary to the tanning of the leather. They 
.are absorbed in the tanning and become part 


of the finished product. The leather tanner 
will probably claim them as current assets. 
In companies in special lines of business, 
such as commission merchants, mortgage 
companies, finance companies, etc., special 
items will appear, but due to the nature 
of the business the balance sheet cannot 
be analyzed in the usual way, from the 
current standpoint. In the three businesses 
just mentioned, for example, their line of 
endeavor is really that of commercial bank- 
ing, and the balance sheets of these com- 
panies will give evidence of such functions. 


Slow Assets 


After the analyst has picked out the 
current assets accurately, he does not pay 
a great deal of attention to what is left, 
except that he is interested in their value 
to some extent from the standpoint of what 
they would produce in the event of trouble. 
Also, perhaps they will furnish some clue 
as to certain practices of the business. 
Other notes, loans and accounts receiv- 
able, including amounts due from officers, 
etc., are of little interest, except insofar 
as they tend to give a clue to some policy 
of the company. If they show a tendency 
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on the part of the company to advance 
liberally to officers or affiliated interests, it 
is interesting in this connection because 
such a practice is ordinarily to be frowned 
upon. 

The credit man or analyst, sitting at his 
desk, can do little so far as an analysis of 
the plant item is concerned. He can note 
whether depreciation and repairs are prop- 
erly charged off out of earnings; he can 
consider whether in the event of trouble, 
any money could be raised on the plant; 
or whether at the present time there is a 
heavy mortgage. A visit to the plant will 
furnish much in the way of ideas that can 
be gained as to the modernness of machinery 
and lay-out, and whether they are kept in 
good condition. Its location can also be 
considered. These features, together with 
certain other features as to the type of 
construction, systems for fire prevention, 
etc., are all features which enter into the 
economical - operation of the plant. They 
have a vital bearing upon the company’s 
ability to produce goods economically in 
contrast to competitors. Consideration can 
also be given as to whether the company has 
too much in the way of plant, and whether 
it can do a sufficient volume of business to 
use the output of the plant, or whether 
there is liable to be incurred therefrom a 
loss on overhead. 

As to the item of investments, the cur- 
rent items have already been picked out. 
A schedule should be furnished of the bal- 
ance If all, or any portion, represents 
a controlling interest in one or more com- 
panies, separate statements, should be fur- 
nished of these, and these separate state- 
ments should be combined with the state- 
ment of the parent company in a consoli- 
dated showing of the proposition in its 
entirety. The preparation of the consoli- 
dated balance sheet will be discussed in a 
later issue. 

Miscellaneous slow assets, including such 
items as prepaid expenses, rent, and other 
prepaid items, are of no interest. Items 
of bond discount, good will, etc., can be 
crossed off the balance sheet from the 
credit man’s standpoint. Occasionally there 
will appear in the assets, an item of sink- 
ing fund. Perhaps this is against some 
mortg:ge or funded indebtedness, or against 
preferred stock. The treatment accorded 
iton the asset side of the statement should 
correspond with the treatment given it on 
the liahility side. 
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Questions and answers on bank 
credit problems follow as usual and 
will continue each month. 





QUESTION: Quite some time ago I 
found the following question in your col- 
umn “credit problems:” 

“In passing upon a credit risk, is there 
a definite ratio of bank lines to working 
capital which can be considered normal? 
In other words, would you, as a bank offi- 
cer, loan a commercial customer a sum of 
money equal to possibly 75 per cent. or 
100 per cent. of his working capital, or 
would you limit his borrowings from your 
institution to a smaller amount?” 

Part of the answer reads as follows: 

“If the proposition is found to be a clean 
cut one, as we have assumed, and checkings 
in trade and possibly competitive circles 
are entirely satisfactory, the banker should 
be willing to encourage the business by 
granting a moderate line of credit. No 


general rule can be laid down as to the 
amount, but if the proposition is a small 
one, with a working capital of less than 
$50,000, the parties should no doubt be 
held to a line of 10 or 15 per cent., at least 
for the time being.” 

This theory does not seem to work out 
in a loan application which has recently 
been submitted to me. A valued client of 
the bank on January 1, 1926 showed on 
his statement the following figures: 
$ 3,000 


.- 24,000 
35,000 


Cash .. 
Accounts receivable 
Merchandise 











Total quick assets $62,000 





---$12,000 
6,000 
44,000 


AccountS payable ...............----e-cceeeeeeee 
Bills payable to bank . siihepisdeiienliebnipmaituanstiann ' 
Working capital 





$62,000 


Our client is asking for a total credit 
line of $20,000, against which I have pro- 
tested, reasoning to our loan committee 
as follows: 

Since the $6000 of bills payable shown 
in the statement originates from our insti- 
tution, I figure that the working capital 
amounts to $50,000, on which a safe credit 
line for us would be $10,000. The figures 
would then show as follows: 
$13,000 
.. 24,000 
35,000 


Cash 
Accounts receivable ini 
BEOPCRAMGIGO  ccereeecsscrsceeescoccsscccorsocccsooscvonnceseseseoss 





"$72, 000 


.-.-$12,000 
.... 10,000 
. 50,000 


Total quick assets ..............--.---+--- 


Accounts payable ....... 
Bills payable to bank 
Working capital .......... 


$72, 000 


The current ratio has changed from 34 
to 100 to 327 to 100. 

Our directors argue that, even if we 
allow him a line of $20,000, the current 
position would still be very satisfactory, 
namely: 


Cash . waist alatls ...$23,000 
Acc ounts “receivable | wena a 4 

Merchandise (staple goods) - cascniealieabandaiantties PU bid 
Total Quick aASSCtS ..........-..c-ecsceceseceeesereees $82,000 
....$12,000 
20,000 
50,000 


Accounts payable = 
Bills payable to bank .....--.-.----ccs---eeeesseeeeeee* 
Working capital .............-------:ccsss-seeeenee 


$82,000 

Current ratio 256 to 100. 
For the benefit of our institution, and 
my own satisfaction may I take the liberty 
of asking you for as full an explanation 


of this problem as your time will pe e! 
as 


ANSWER: With regard to your method 
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of figuring working capital, adding the 
$6000 due your bank to working capital, 
and raising the working capital thereby to 
$50,000, it is not clear what justification you 
have for doing this. ‘The company has 
certain assets and certain liabilities, the 
difference between being net working capi- 
tal. You have no more right to omit a 
liability than you have to voluntarily write 
up an asset. The only way working capital 
can be increased is through the sale of 
merchandise at a profit, or through putting 
new money into the business and using it 
to retire current debt or increase current 
assets. Therefore, I believe that you must 
consider working capital at $44,000. 

Extending credit, or failing to extend 
credit, is the outcome of opinions. One 
man’s opinion may be as good as another’s. 
That is determined later by the amount of 
profit or loss sustained as a result of the 
extension. The question referred to as 
previously being answered in this column 
was answered by the former Credit Editor. 
It is suggested that you give the following 
features consideration: 


1. Net working capital, which is $44,000. 

2. Net worth, and what equity in slow 
assets for bank creditors in the event of 
trouble. 

3. What will the company’s ratio be at 
its peak debt both to bank and trade? 

4. Integrity of management and 
moral risk. 

5. Ability of the management, profitable- 
ness of the business, and hazards of the 
business. 

6. Goodness of the receivables and liquid- 
ity, and whether merchandise is valued con- 
servatively. What value would the mer- 
chandise bring under the hammer? 

7. Outside means and possibility of en- 
dorsements. 

8. What does it mean to the bank to 
refuse? 


the 


Uy 


ey 
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The above constitute the chief features 
to be considered. 

In most lines of business, where the prop- 
osition checks clean, a line of 10 to 15 per 
cent., where working capital is less than 
$50,000, is a conservative amount for any 
one bank to extend. However, there are 
cases where two or three banks might be 
willing to extend such an amount, giving 
the company $15,000 to $25,000 total bank 
lines on a working capital of $45,000 to 
$50,000. In some instances one bank 
willing to take all of the risk. It must 
be remembered that failures are greater 
among smaller companies than larger com- 
panies, and for this reason larger com- 
panies are entitled to a greater amount of 
credit in proportion to their working capi- 
tal. 

In the case you mention the borrower pos- 
sibly has little equity in fixed assets and 
probably the peak debt is not far out of line 
with the figures shown, when it would owe 
banks $20,000, and trade $12,000, making 
a total of $32,000. On this basis, they 
would have $76,000 to pay $82,000, and 
cash and accounts receivable would prob- 
ably about equal current debt, leaving 
merchandise free. How good are receiv- 
ables? If they include instalment notes, 
or a lot of frozen credit risks, that is an- 
other story. Also, how readily salable is 
the merchandise? If it is a good clean 
line of business, integrity and ability of 
management good, handling staple com- 
modities, making money, receivables good 
and current, merchandise clean, peak debt 
about $30,000 to $35,000; if the money to 
be borrowed is to go into current assets or 
reduce debt, but not to be used to accumu- 
late a large inventory of merchandise, or 
to speculate in merchandise, the risk would 
probably be good. However, it is a fairly 
full line in contrast to working capital, 
and all surrounding features should be at- 
tractive. If you can get endorsements 
that are worth anything, so much the better. 


is 





Mid-Winter A. B. A. Trust Conference 


Play Staged to Show Handling of Trust Work. 


Trust Solicita- 


tion and ‘Trust Investments Among Topics Covered 
by Speakers. 


HE “demonstration” idea at trust 

I companies’ conferences is rapidly 
gaining favor as a means of showing 

the practical handling of trust work. The 
playlet, “Squaring Promise With Perform- 
ance” presented during the Trust Com- 
pany Division meeting of the A. B. A. at 
Atlantic City last year was so successful, 
and attracted so much favorable comment, 
that two more demonstrations of a similar 
nature introduced at the Seventh 
Mid-Winter Trust Conference, held at the 
Waldorf Astoria, New York, February 17- 
19. One of these playlets was called “The 
Widow’s Inheritance,” and the other is de- 
scribed by its name, “Protecting the Estate.” 
As at Atlantic City, these plays were 
staged without rehearsal. But they were 
presented by men actually 
engaged in the work shown in them, and 
hence that could 
hardly have been attained by professional 


were 


and women 


were given a_ realism 
stage talent. 

The proceedings of the Mid-Winter Con- 
ference included a number of interesting 
One of these was on the his- 
tory of trusts, “Ancient Precedents for 
Modern Wills and Trusts,” by C. B. Royce, 
assistant secretary of the Brooklyn Trust 
Company, Brooklyn, N. Y. Problems of 
administration were discussed in 
“Bank Opera- 


addresses. 


internal 
the following addresses: 
tions and Earnings as They Affect the 
Trust Department,” by E. P. Vollertsen, 
comptroller National Bank of the Republic, 
Chicago; “How We Spread the Knowledge 
of Our Trust Department—on the Inside,” 
by Fred W. Ellsworth, vice-president Hi- 
Sank and Trust Company of New 
Orleans; “Trust Investments,” by H. F. 
Wilson, Jr., vice-president Bankers Trust 
Company, New York; “Fiduciary Account- 
ing” by Frederick Vierling, vice-president 
Mississippi Valley Trust Company, St. Louis 
(who seems to be the most active speaker 
on trust matters in the United States); 
“What We Have Done About Federal 
Estate and Gift Taxes” by F. W. Denio, 
vice-president Old Colony Trust Company, 
Boston; and “What Constitutes a Will 
Contest” by Orrin R. Judd, vice-president 
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Irving Bank-Columbia Trust Company, New 
York. Part of one of the afternoon ses- 
sions was devoted to a forum for the pres- 
entation and discussion of problems relat- 
ing to trust work, presided over by Edward 
J. Fox, vice-president Trust Company Di- 
vision of the A. B. A., and president Easton 
Trust Company, Pa. 


Soliciting New Business 


New business received its share of at- 
tention in “How to Solicit Trust Business 
Without Offending the Bar” by Merrell P. 
Callaway, vice-president Guaranty Trust 
Company, New York; “Some Experiences in 
Developing Business by the Printed Word 
and Radio” by G. Wallace Tibbetts, vice- 
president Exchange Trust Company, Bos- 
ton, and “Shall We Try to Secure Appoint- 
ments as Receiver?” by Lawrence J. 
Toomey, trust officer Union Trust Com- 
pany, Detroit. Fred W. Ellsworth pre- 
sided at a session devoted to discussion of 
problems in connection with the develop- 
ment of trust business, the open forum 
method being used throughout. There was 
also an interesting exhibition of fiduciary 
advertising. 

Nor were the larger problems of the 
social effects of trust business, and trust 
business in other countries neglected. There 
were discussions of “Charitable Trusts” by 
Dr. John H. Finley, associate editor New 
York Times; of the “Co-ordination of Fi- 
duciary Objectives’ by Dr. Alfred W. 
Anthony, chairman of the committee on 
financial and fiduciary matters of the Fed- 
eral Council of the Churches of Christ in 
America; on “How Canada is Developing 
Trust Business” by Lt. Col. Irving P. 
Rexford, general manager Crown Trust 
Company, Montreal; on “The Institute’s 
Program for Training Trust Men” by 
Stephen I. Miller, director of education 
American Institute of Banking; and on 
“The Federal Reserve—A Gold Trustee- 
ship” by. Pierre Jay, chairman Federal Re- 
serve Bank of New York; and there was 
a forum devoted to a review of insurance 
trust agreements, to assist trust officers, 
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attorneys, insurance men, etc., in develop- 
ing this type of business, presided over by 
Thomas C. Hennings, vice-president Mer- 
cantile Trust Company, St. Louis. 


The Annual Banquet 


The annual banquet was held in the grand 
ballroom of the Waldorf Astoria, on Feb- 
ruary 18, the number attending being so 
great that tables had to be set in the two 
galleries as well as on the ballroom floor. 
Francis H. Sisson, vice-president Guaranty 
Trust Company, New York, presided, and 
gave a characteristically optimistic address 
entitled “The World Turns to the Right” 
the gist of which was that “the inaugura- 
tion of the Dawes Plan, the Conference 
of Locarno, our entrance into the World 
Court, the gradual readjustment of inter- 
national relations and the restoration of 
political and economic stability have all 
marked a turn to the right, away from the 
baffling crossroads at which the world 
seemed to have lost its way. In the face 
of this last year’s turn to the right may 
we not logically hope for the enjoyment of 
a better ordered world, for a deeper re- 
alization of peace as the basis of pros- 
perity and progress, for the coming of an 
age of faith in which the spirit of brother- 
hood will replace the violence of war and 
the benefits of co-operative service will 
supplant the disasters of blind selfishness.” 

Neal O'Hara, whose syndicated column 
daily delights readers all over the country 
furnished plenty of humor. He spoke of 
the recent bank mergers in New York, 
saying that he had heard that the Corn 
Exchange Bank was to merge with the Lima 
Bean ‘Trust Company as the Succotash Na- 
tional Bank. 

Mayor Walker of New York was unable 
to be present, as scheduled, due to illness. 
His place was taken by Governor Moore 
of New Jersey. Hon. George H. Moses, 
U. S. Senator from New Hampshire de- 
livered an excellent address on the multi- 
plicity of laws. 

A section of the New York Banks’ Glee 
Club gave some excellent selections. The 
talented Ernest K. Satterlee, president of 
the Franklin Savings Bank, New York, 
plaved several selections on the organ. 
The dinner was attended by practically all 
of the 300 delegates present at the con- 
ference 

It is impossible to include accounts of 
all the addresses, in the space available 


in this issue. Accordingly, the plan has 
been adopted of including what seemed to 
be the most important address in each 
group; that is, Mr. Wilson’s address on 
“Trust Investments,” in the internal ad- 
ministration group; Mr. Callaway’s address 
on “How to Solicit Trust Business Without 
Offending the Bar,” in the new business 
group; and Mr. Jay’s address on “The Fed- 
eral Reserve—A Gold Trusteeship” in the 
general group. 


Trust Investments 


Mr. Wilson, after pointing out that trust 
investments must be made with more care 
than ordinary bank investments, because 
the losses, if any, fall directly on the bene- 
ficiary, and are immediately and severely 
felt, instead of being spread over a number 
of depositors and stockholders, and remind- 
ing the delegates that the trust companies 
hold out the fact that they are specialists in 
investment, as one of the advantages of 
corporate administration, stressed the im- 
portance of a most careful and painstak- 
ing handling of trust funds, even though 
the compensation for this service be inade- 
quate. He then described the method which 
the Bankers Trust Company, New York, 
uses for handling its trust investments, as 
follows: 


Each account is treated as a whole. All 
trusts (with the exception of those donor 
controlled accounts which by the terms of 
the agreement creating them are not to 
receive review service) are reviewed peri- 
odically (either on the initiative of a trust 
officer or a person beneficially interested in 
the account, or at the request of the statis- 
tical or trust departments themselves). 

The trust securities are indexed on cards 
and subdivided into groups, such as rails, 
public utilities, industrials, foreign govern- 
ments, municipals, etc. These cards are re- 
viewed once a month by the corresponding 
heads of the statistical department; that 
is to say, the head of the railroad division 
reviews the rails, the head of the public 
utility division reviews public utility se- 
curities, etce., watching the situation in 
each company and each industry, and from 
time to time considering the advisability 
of taking action on the securities held in 
trust. At frequent intervals such situa- 
tions are reconsidered in the light of any 
new developments which come to our at- 
tention. Most banks and trust companies 
have ways of obtaining information which 
is not readily available to individuals, al- 
though neither can predict market fluctua- 
tions. Trust investments should be con- 
sidered on intrinsic worth and market 
prices are only ene of many factors. 
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Irrespective of the manner of review, the 
statistical department is constantly bring- 
ing to the atteention of the trust officers 
such problems as it feels should be sub- 
mitted to the trust investment committee, 
either with or without definite recommenda- 
tions. 


Submitting the Investments to Committees 


After analysis by the statistical depart- 
ment, the next step is the consideration by 
a general sub-committee, under the lead- 
ership of the investment trust officer. This 
committee meets weekly, two or three days 
in advance of the regular meeting of the 
main committee, studies safety first, then 
tax problems, proper diversification, best 
maturities for the terms of the trust, re- 
strictions as to investments—legals, non- 
legals, etc—and makes its definite recom- 
mendations to a main or central committee, 
which likewise meets every week. 

The general sub-committee also makes its 
recommendations to the central committee 
covering suggested changes, sales and review 
of new estates or trusts. 

The general sub-committee of seven in- 
cludes in its membership specialists for each 
group of securities and also official repre- 
sentatives of the other New York offices. 
It makes its definite recommendations to the 
central committee, which either approves or 
alters the recommendations of the general 
sub-committee. In this way, the main or 
central committee is relieved of many de- 
tails, yet it knows that the problems of 
safety, diversification, taxability, maturity, 
marketability, etc., have all been carefully 
considered before it is called upon to con- 
sider the specific investments and give its 
approval or other suggestions. The plan 
also has the advantage of training future 
members for the central committee without 
experimenting on the trust accounts. 

After running the gantlet of these com- 
mittees, the trust investments are then sub- 
mitted for final approval by the investment 
committee, and, it must be added, very 
occasional disapproval, as the trust invest- 
ment committee is naturally careful not to 
recommend anything which it feels will not 
be approved by the executive committee 
which meets twice a week. 


Special Committees for Securities Groups 


In addition to all the foregoing, there 
is a special committee for each group of 
securities, such as rails, public utilities, in- 
dustrials, foreign government bonds, state 
and municipal bonds, United States Gov- 
ernment securities, Federal Land Bank 
bonds, and Joint Stock Land Bank 
bonds, and a sub-committee also for stocks 
of banks, insurance and surety companies. 
On each of these committees is the head 
of the corresponding division of the sta- 
tistical department and each sub-committee 
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has one of the senior officers as chairman. 

The function of these sub-committees is 
to review their particular group of securi- 
ties at least twice a year and make written 
reports to the central committee, one each 
month. In this additional way during the 
year all the securities held in trust accounts, 
and especially those controlled by the bank 
as trustee, are reviewed. 

There is also a real estate committee 
which passes upon all bond and mortgage 
investments, and its recommendations in 
turn are submitted for approval by the cen- 
tral committee. All matters of policy re- 
lating to trust investments are also passed 
upon by the central committee and executive 
committee and finally all new investments 
are approved, anl very occasionally disap- 
proved, as already mentioned, by the execu- 
tive committee, without whose approval no 
trust investments are made. 

The bank publishes semi-weekly, for the 
use of the entire office, a financial bulletin 
which contains the details of bonds called 
for payment, declaration of dividends, ex- 
change of temporary for permanent securi- 
ties, formation of protective committees, 
operation of sinking funds, etc. This bul- 
letin is carefully checked twice a week as 
to all trust investments and anything which 
requires investigation is at once referred 
to our statistical department for analysis 
and recommendation to our general sub- 
committee. 


Mr. Wilson added that the opinion seems 
to be unanimous in New York State that the 
list of legal investments for trust funds 
should be enlarged, and expressed the hope 
that the bill at present before the legisla- 
ture of the State of New York, to make in- 
vestments in the bonds of public utility cor- 
porations legal, would be passed, substan- 
tially in its present form. 


The Propriety of Soliciting Trust Business 


Mr. Callaway, in considering “How to 
Solicit Trust Business Without Offending 
the Bar,” said that there is still doubt in 
some minds as to the propriety of soliciting 
trust business. He believes that such solici- 
tation is proper, but that it should not be 
by way of a general public campaign, but 
should be confined to a carefully prepared 
list of prospects, made up primarily from 
the customers and stockholders of the com- 
pany. 

The objection of some members of the 
bar to the corporate fiduciary idea is not due 
so much to the idea or to the solicitation 
of trust business; but to the misguided zeal 
with which some of the trust companies In 
the early days undertook to do the legal 
side of the work of trust administration. 
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This the lawyers properly resented as an 
invasion of their field. 

This led to an agitation for the passage 
of laws to prohibit trust companies from 
practicing law. In New York, the Corporate 
Fiduciaries Association, shortly after its or- 
ganization, passed resolutions to show that 
its members did not intend to encroach on 
the work of lawyers, but preferred, instead, 
to co-operate with the members of the bar. 

While but a comparatively small propor- 
tion of administration of trusts is handled 
by lawyers, their good will is very important 
in the solicitation and building up of trust 
business. It may almost be said that with- 
out this good will, it is impossible for the 
corporate fiduciary idea to prosper. There- 
fore, it is important, as Mr. Callaway says 
in his closing paragraph, that: 


The trust companies everywhere, irrespec- 
tive of any law, should separate the purely 
administrative functions from the purely 
legal functions in handling trust business, 
and make it plain to the public and the bar 
that they do not practice law and offer no 
legal services. This is necessary in order 
to remove any lingering doubt of the pur- 
pose and attitude of the trust companies. 
Where this is done, it is believed that trust 
companies can solicit trust business as 
actively and as publicly as they choose with- 
out offending the members of the bar, but 
on the other hand, through service, secure 
their aid in advancing the cause of the cor- 
porate fiduciary. 


Accomplishments of Federal Reserve 


Pierre Jay, in his address “The Federal 
Reserve—A Gold Trusteeship,” described 
how, before the Federal Reserve System, 
New York being the national money market, 
the New York City banks bore the brunt 
of any disturbances in the money market. 
They had to provide for the daily adjust- 
ment of the supply of credit to the demand, 
and the weekly clearing house report of their 
surplus reserves was the best index of credit 
conditions. The disadvantage of this was 
that when there ceased to be a surplus, the 
country knew the limit had been reached, 
and sometimes panics ensued. 

The Federal Reserve System now 
provides the elasticity which formerly was 
lacking. The deadline of lack of surplus 
reserves has disappeared, for depleted re- 
serves can be replenished by borrowing at 
the Federal Reserve Bank. In other words, 
the Federal Reserve Bank has assumed a 
certain amount of responsibility for the 
money market, by its discount rates, and by 
buying or selling short Government securi- 


ties in the open market. This has almost 
eliminated the seasonal swing of interest 
rates and the danger of currency panics, 
and the New York money market has be- 
come a safer repository tor the country’s 
secondary reserves. 

These steadier conditions have been :n- 
strumental in giving the New York money 
market an international importance, and, 
says Mr. Jay: 


With these larger contacts between the 
New York market and markets in other 
countries, our money market conditions are 
much more affected by those of foreign 
countries than before. Conversely the bet- 
ter organization of our own money market 
enables this country to exert more influence 
than before upon gold movements and ex- 
change fluctuations. As the Federal Re- 
serve Banks, and primarily the Federal Re- 
serve Bank of New York, because it is sit- 
uated in the New York money market, are 
the organizations which have responsibility 
in such matters, we have felt it desirable -o 
establish contacts and relations with a num- 
ber of the important foreign banks of issue 
which have similar responsibilities in their 
respective countries. By means of these re- 
lationships, information is exchanged which 
is mutually valuable in the discharge of these 
responsibilities. and such business transac- 
tions as may be necessary and proper are 
undertaken. At a time like the present 
when the world is slowly, but surely, strug- 
gling back to the gold standard, the Federal 
Reserve Banks, have in certain cases, where 
requested, and where a definite program 
made it practicable, extended credit to 
foreign banks of issue to assist in the re- 
sumption of gold payments or for the im- 
provement of their monetary conditions. 
Our feeling has been that aid so extended 
to foreign banks of issue was a valuable 
contribution on our part to American com- 
merce, industry and agriculture, because it 
assisted in stabilizing foreign currencies, 
markets and purchasing power. We have 
also felt nothing could so facilitate the 
free flow of credit from one market to 
another in accordance with the natural 
laws of supply and demand as to have the 
important money markets of the world rest- 
ing again firmly on a gold basis. 

To sum up, then, the Federal Reserve 
System acts as a trustee for the gold re- 
serves of the banks of the country. It is 
charged with their administration in the 
interest not of the banks alone but of busi- 
ness and the public as well. The ad- 
ministration of this gold trusteeship in- 
volves not merely some measure of respon- 
sibility for credit conditions at home; it 
also involves some regard for the relation 
of the American money market to the 
money markets of other countries. 
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Banking Feablicity 


Special Section of The Bankers Magazine 








A Co-operative Campaign To Solve The 


“MARCH 1926 ; 


small depositors on the books 
of the member banks. It is 


Small Accounts Problem being sent only to those whose 
accounts are unprofitable. 
How the Banks of St. Petersburg, Florida, are Attempting to The text of the announce- 
Stimulate or Eliminate Unprofitable Accounts ment is as follows: 
“67? . P ’ 
By T. D. MacGREGOR I'll send you a_ check. 


U NITED action by all the 
banks of a given com- 
munity seems to be the best 
practical way to meet the prob- 
len of small, unprofitable 
checking accounts. Through a 
plan put into effect by the 
banks of St. Petersburg, Flori- 
da, the Clearing House Asso- 
ciation, consisting of the First 

National Bank, the Central 
National Bank and Trust Com- 
pany, American Bank and 
Trust Companny, the Ninth 
Street Bank and Trust Com- 
pany, and the Alexander Na- 
tinal Bank, agreed to a 
monthly charge of one dollar 
on all accounts averaging less 
than $100 and where more than 
four checks are drawn within 
the month. All announcements 
made or any action taken are 
in the name of the Clearing 
House Association. Thus it 
is impossible for any depositor 
to become offended and go to 
another bank because he is be- 
ing urged to increase his bal- 
ance. 

Three full-page newspaper 
advertisements were run, an- 
nouncing the new rule, giving 
a full discussion of the cost of 
banking service and explaining 
why small accounts are un- 
Profitable, with this heading: 


10 HOLDERS OF SMALI. 
BANK ACCOUNTS —AN 
ANNOUNCEMENT AND 
AN EXPLANATION 
The names of all the member 
banks of the Clearing House 


How often do you say this to 
Association were signed to the your butcher, baker, grocer and 


advertisement. It was run_ the dozen or two business men 

three times in each of the with whom you do _ business? 

local newspapers. You write the check and the 
The same copy as that in the bill is forthwith paid. What 

full-page newspaper advertise- happened before you wrote 

ment is published in folder that check? 

form for distribution at the “You opened a checking ac- 


same time by mail among the count at your bank. When 





A Cleveland bank on the occasion of its thirtieth anniversary 
made up a display reproducing advertising of Cleveland 
business concerns, a theater, and the bank’s first advertise- 
ment as they appeared thirty years ago in Cleveland news- 
papers. Accompanying these reproductions are a number of 
pieces of explanatory copy relating to them, set in the modern 
style of the bank’s advertising. 
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A pictorial presentation of a Connecticut bank’s development 
and growth over a period of years. 


you were there you met offi- 
cers and employes, 
cages, desks, telephones, the 
banking room and all that. 
And you may have noticed 
adding and check writing ma- 
chines, modern bookkeeping 
systems, etc., all that the ac- 
counts may be absolutely ac- 
curate—to the very last penny. 

“You wrete your name on a 
signature card, your deposit 
was entered on a slip and you 
were given a checkbook with 
the blank checks printed on 
paper specially manufactured 
to show the slightest tamper- 
ing with your check—all for 
your protection. 

“And it didn’t cost you a 
cent. 

“Now what happened after 
you wrote your check? The 
man to whom you gave it de- 
posited it in his bank, and his 


you saw 


bank sent it for collection to 
the clearing house, then to your 
own bank for collection. If 
the check were sent out of 
town, the machinery of other 
banks, clearing houses and the 
Federal Reserve System also 
functioned. 

“That’s for your convenience 
and service as well as your 
protection. 

“All you have to do is to 
deposit money in your bank 
and write your check. Always 
your money is at your beck 
and call—always ready, in- 
stantly available and safe be- 
yond question. You have the 
free use of the greatest bank- 
ing system in the world. 

“And it doesn’t cost you a 
cent. 

“It has been figured by the 
Federal Reserve Bank and 
proved by careful tests by 


members of this association 
that it costs your bank 7%, 
cents to collect every check 
you draw. This cost is sup- 
posed to be met through the 
privilege you give your bank 
to lend or invest your money 
in certain definite, legal ways 
and strictly in accordance with 
the accepted practices of sound 
banking. 

“But if your balance is say 
$100 and you draw twenty 
checks a month with only 
enough deposits to meet the 
checks, how can_ the bank 
meet its costs? Frankly, it can- 
not. The profits accruing from 
depositors who keep their bal- 
ances above a certain minimum 
amount must be used for the 
purpose. This is manifestly 
unfair. Each account should 
at least have a balance large 
enough to keep the banks from 
actually losing money in han- 
dling it. 

“A bank cannot 
prices as a dealer in merchan- 
dise can. A_ bank’s income is 
pre-determined—its rates are 
limited by law. A bank's over- 
head is high, its income made 
up of small items multiplied 
many times. And it costs al- 
most as much to handle a small 
account as a large one. 

“The problem of losing money 
on small checking accounts is 
one that is being given careful 
attention by banks and bank- 
ers’ associations all over the 
country. 

“We, the members of the St 
Petersburg Clearing House 
Association, feel that this prob 
lem can be solved by the co 
operation of the depositor 
themselves. 

“Your bank wants you as @ 
depositor and _ earnestly de- 
sires you to grow and prospet 

“Therefore, we appeal for 
your co-operation and to you 
sense of fairness. If your bal 
ance is small, we urge you 
bring it up to reasonable pr 
portions as promptly as po 
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sible. Make it “stand on its 
own feet”’—pay its own way. 
You will thus help solve a 
problem of great importance 
to our community, for you will 
assist your bank in further aid- 
ing the progress of our city. 
You will make yourself better 
of financially, build up your 
own standing and place your- 
self in a position to take ad- 
vantage of opportunities which 
abound in Florida. 

“In view of the foregoing 
explanation, we feel, too, that 
if your checking account bal- 
ance averages as low as $100 
in any one month and you 
draw more than four checks 
during that month you will 
nt object to the service 
charge of a dollar recently 
put into effect by this associa- 
tion. Your bank will not 
make money on that—impos- 
sible. But it will help your 
bank to keep from losing money 
on your account. 

“Your bank places safety 
absolutely first, but service to 
you is a close second, and your 
hearty co-operation will help 
your bank to further improve 
the service it gives you.” 

Several weeks after the news- 
paper advertisements have ap- 
peared and the folders are 
distributed to those whose ac- 
counts are unprofitable, even 
with a dollar a month service 
charge, these latter are given 
sill further attention. A 
derk in each bank makes a 
list of such accounts on the 
books of his institution and one 
of the officers writes a courte- 
ous letter to each of the holders 
of wayward accounts (a few 
ata time) asking them to call 
at the bank as soon as possible. 
When they call a personal ex- 
planstion of the situation is 
‘0 be made. Usually where 
such a course is pursued the 
depositor is quick to see the 
point and promises either to 
vuild up his balance or” to 
close out his account. 
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through. 
Do Something! 
Save Something! 


Get Up From Your 
Easy Chair! 


Reading inspirational magazines with their 
stories of success is going to do you no good 
unless you do something. 

Lounging in your easy chair, reading, nodding 
and saying “Isn’t that true. That just hits my 
cage,” is only make-believe, unless you follow 





Get Up from Your Easy Chair! 


eo” 


goRITy erty 


The author of this original advertisement, V. M. Fell, vice- 
president of the bank publishing it, says that he was moved 
to write it by the fact that he has heard so many comments 


of awe 


and admiration expressed by readers of certain in- 


spirational magazines of large circulation in reference to 
certain successful men and women who have been written up, 
but has seen so little action on the part of the average 
reader, that he decided to fire a shot which might help to 
wake up some of those who read, enthuse, and then allow 


themselves to cool off. 


Great care must be taken in 
this contact, because it some- 
times happens that a depositor, 
although his account is small, 
may have relatives or personal 
friends of importance to the 


bank. It is realized that. the 
officer assigned to this work 
must always be diplomatic and 
tactful and know as much as 
possible about the connections 
of the depositor. 


How Banks Are Advertising 


‘ gpm Hand Clasp” official 

monthly publication of 
the Savings Banks Association 
of Massachusetts is an un- 
usually stimulating and pre- 
sentably prepared magazine, 
offering a good example of 
how an association house or- 
gan can hold the interest of 
its readers and at the same 


time be of real service to them. 
The number at hand “February 
1926” contains a well written 
article on “Safety in Public 
Debts;” a number of interest- 
ing editorials and _ personal 
items regarding matters of in- 
terest to members of the Asso- 
ciation. This number also in- 


(Continued on page 443) 
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Banking Publicity 
RICHARD F. DURHAM, Editor 
Monthly Publicity Section 
THE Bankers MaGazine 
71-73 Murray St., New York 





MARCH 1926 





where 


N a 
there 


community 
are a number of 
competing banks having rel- 
atively the same resources, 
and where competition for 
new business is unusually 
keen, an individual bank can 
seldom hope to stand forth 
as pre-eminent in the ren- 
dering of all forms of bank- 
ing service. In such a situ- 
ation it is, however, not 
only possible but probable 
that almost any one bank of 
the group has some single 
form of banking service 
which it is organized and 
equipped to perform and 
which it does perform in a 
manner that is not only un- 
usually satisfactory to cus- 
tomers, but which makes 
the bank stand out as a lead- 
er among banks in the com- 


munity in the supplying of 


this particular form of serv- 


ice. 

It behooves a bank in its 
advertising, as in other ac- 
tivities, to put its best foot 
forward. If a bank knows 
that it has a certain depart- 
ment which gives exception- 
al service to customers. and 
that such service is highly 
appreciated bv customers. 
this fact can be plaved up 
to advantage in the bank’s 
advertising. Through throw- 


ing the spotlight on that 


form of bank service in the 
performance of which it ex- 
cels, a bank may very well 
find that it has struck upon 
a profitable and effective 
means of increasing both its 
prestige and its actual busi- 


& 


ness. 


T is axiomatic that one 

can never be entirely sure 
what such and such an ad- 
vertising plan will do’ until 
that plan has been tried. 
More than one seemingly 
good publicity plan has been 
figured out in great detail 
and with painstaking pre- 
cision, only to go awry when 
put to the test. 

On the other hand, the 
reason that many a promis- 
ing plan has gone on the 
rocks may be traced to the 
fact that it was never really 
Either 


somebody got cold feet, or 


given a fair trial. 


somebody else conceived an- 
other plan which was “much 
better,” and the original 
plan was abandoned before 
it had an 
demonstrate its value or its 
lack of value. No plan 
which gives any evidence of 


opportunity to 


being worth while in con- 
ception can do itself justice 
when actually tried out un- 
less it is carried to comple- 
tion. 


co 


DEAS are both 
and highly volatile. Most 


elusive 


of them escape the mind be- 
fore they have assumed a 
definite shape or form. One 


of the most resourceful and 
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versatile financial advertis- 
ers that the editor knows 
has an ingenious and very 
simple scheme for catching 
advertising 
wing and storing them away 


ideas on_ the 


where they cannot escape. 
He makes no claim to origi- 
nality for this scheme. 
But it is at least very in- 
teresting. He calls his plan 
an “idea trap.” 
in a conveniently located 
drawer 
desk, 

for slips of paper on which 
are written down publicity 


It consists 


in the advertiser's 


reserved exclusively 


ideas, good, bad and indif- 
ferent. The instant that 
the spark of any publicity 
idea ignites in his mind he 
writes it down on a slip and 
puts his slip in the “idea 
trap.” When the drawer be- 
comes filled he empties it. 
sorts out the ideas. throws 
away those that he does not 
believe to be worth keeping 
and lists the remainder in 
a small and compact classi- 
fied index. In this manner 
he occasionally manages to 
develop something — worth 
while enough to make him 
feel more than repaid for 
the trouble to which he has 


gone. 


& 


While the purpose of insti- 
tutional advertising is to build 
good will for the institution, 
it is to be borne in mind that 
this is merely a means to an 
end. Advertising is not altru- 
istic. It is a business getter 
Its purpose is not to entertain 
the public, but to get custo- 
mers. Newspaper space 1S too 
valuable to be wasted in pretty 
pictures and platitudes 

—Frank H. Fayan 





Hi 


clud 
effec 
prep 
Savi 
day 
very 
show 
coun 
30, 
Mass 
coun 
the | 
to as 
tual 
comy 


Bank 
copy, 


tive 


~ 


orgal 
lows 
Trust 
cago, 
perso 
bank’ 
numb 
clude 
result 
mas 

‘roug 
Chris 


ilso 


name 
print 
which 


ulvertis- 
knows 
nd very 
catching 
on the 
m away 
escape. 
to origi- 
scheme. 
yery in- 
his plan 
consists 
located 
ertiser’s 
lusively 
n which 
ublicity 
d indif- 
nt that 
ublicity 
nind he 
slip and 
e “idea 
iwer be- 
yties it. 
throws 
loes not 
keeping 
nder in 
t classi- 
manner 
ages to 

worth 
ke him 
aid for 


he has 


of insti- 
to build 
stitution, 
‘ind that 
is to ar 
ot altru- 
s getter 
ontertain 
+t custo 
ce is too 
n pretty 


Fayan' 


THE BANKERS MAGAZINE 


How Banks Are Adver- 
using 

(Continued from page 441) 
dudes some illustrations of 
effective bank window displays 
prepared by Massachusetts 
Savings Banks during the holi- 
day season, and includes three 
very comprehensive charts 
showing the distribution of the 
country’s savings as of June 
30, 1925, the distribution of 
Massachusetts’ savings  ac- 
counts as of June 30, 1925, and 
the percentage of investments 
to assets in Massachusetts mu- 
tual savings banks in 1925 as 
compared to 1915. 

7 

WO folders recently pub- 

lished in colors by -the 
Corn Exchange Bank, New 
York, “Built for You” and 
“The Real Business of this 
Bank” contain some very good 
copy, presented in very attrac- 
tive typographical form. 


& 


“cr ENTRAL Clearings” 
monthly employe house 
organ published by the “Fel- 
lowship Club” of the Central 
lrust Company of Illinois, Chi- 
cago, contains a profusion of 
personal items regarding the 
bank’s employes. The March 
number of this publication in- 
cludes a supplement giving the 
results of an employes’ Christ- 
mas Club campaign which 
brought in more than 2000 
Christmas Club accounts, and 
ilso contains an article about 
the minstrel show which the 
bank's club is planning to hold. 


& 


HE Fidelity Trust Com- 

pany of New York has been 
publishing a very interesting 
sevies of four page folders on 
trust con pany service. On the 
lirst page of each of these fold- 
ers is a printed letter with the 
hame of the person addressed 
printed the same type in 
which t etter is set. 





Who’s Who in 
Bank Advertising 











W. H. SPRADLIN, JR. 


Vice-president American Exchange National Bank, 
Greensboro, N. 


HE originality and unusual human interest qualities of 
the copy which Mr. Spradlin writes have attracted wide 
attention to the advertisements of his bank, which has on 
its books 36,000 accounts in a city of 45,000 population. As 
a part of the American Exchange National's extension service, 
reprints of all advertisements are sent regularly to several 
hundred banks in four southern states, with permission to 
use any, or all, of the advertisements’ over their own signa- 
tures. Mr. Spradlin began his banking career, after leaving 
Vanderbilt University. in 1805, as a runner in the First 
National Bank of Gallatin, Tenn. Since that time he has 
held practically every position in banking up to and including 
vice-president. He has been connected with the American 
National Bank in Nashville, Tenn., the Fayette Bank and 
Trust Company of Connersville, Ind., and the former First- 
Second National Bank of Akron, Ohio, now converted into a 
state bank under another name. Mr. Spradlin has devoted 
n good deal of attention to financial publicity for a number 
of years. He carries on his advertising activities outside 
of business hours, as his banking duties as an active vice- 
president require all his time during the banking day. He is 
vice-president of the Grcensboro Advertising Club 
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WO well planned trust 

booklets recently issued by 
the State Street Trust Com- 
pany of Boston, Massachusetts, 
are “The Trust and Its Forms,” 
covering the subjects of living 
trusts, testamentary trusts and 
the custody and management 
of securities, and “The Life In- 
surance Trust” which contains 
some very readable copy on the 
manner in which this form of 
trust is created. 


& 


HE initial number of the 

Farmer-Banker, the new 
monthly house organ of the 
Primary Producers Bank of 
Australia Limited, Sydney, has 
come into this office. The 
magazine contains a number of 
very interesting and informa- 
tive articles. The’ bank in 
presenting this new publication 
makes the following intro- 
ductory remarks on page 1: 


With this number ‘“‘The Farmer- 
Banker” makes its first bow to 
the shareholders, customers and 
friends of the Primary Producers 
Bank of Australia, Ltd. 

It takes up the running in 
place of the quarterly Official 
Bulletin, which has carried the 
Bank’s message so effectively up 
to the present time. 

With the remarkable growth of 
the Bank’s business, and its ever- 
widening circle of customers and 
shareholders, the Directors have 
sensed the need of a more fre- 
quent issue of the Bank’s official 
publication. Consequently The 
Farmer-Banker will be _ issued 
regularly on the first of every 
month, beginning the first of 
September. 

We believe that this publica- 
tion is unique in Australia, as it 
is the only journal issued by any 
Australian Bank for circulation 


amongst its shareholders and 
customers. 

In placing this copy in 
hands, we do so believing that 
it will be found interesting, and, 
in some respects, instructive. 
Various features will be added 
from time to time which we feel 
will add much to the value and 
attractiveness of your journal, 
The Farmer-Banker. 


& 


SAVINGS folder recently 
published by the Warren 
National Bank of Warren, Pa., 
contains some interesting copy 
in story form. The folder reads: 


your 


A job was waiting for Carlos at 
the mines fifty miles away if he 
could arrive there tomorrow. 

In that part of Spain there were 
no railways. Carlos had no horse 
and the distance was too great for 
him to walk. So he was forced 
to beg a ride behind a Stranger 
who came down the mountain. 
He mounted behind the Stranger 
and one horse carried both. 

At dark they reached an inn. 
Carlos wished to ride on, but the 
stranger was hungry. Carlos had 
to stop with him, for the horse 
belonged to the Stranger. 

Hour after hour the 
sat drinking by the fire, 
Carlos despaired. He was so 
eager to be at the mines in time. 
But he could not mount and go 
for the horse belonged to the 
Stranger. 

At midnight they rode on. It 
was dark and steep. The horse 
went slowly with his two riders. 
Carlos fell asleep. 

Next morning, when he awoke, 
Carlos was lying by the side of 
the road. His head ached. His 
purse was gone. He knew then 
that he had been riding with a 
robber. 

When he reached the mines, 
after walking all day, the position 
was filled. ‘Too late,’’ cried the 
manager. “Why did you take so 
long ?’’ 

“Alas,” replied Carlos, as he 
rubbed his aching head, ‘‘He who 
rides Dehind another cannot sad- 
dle when he will.” 

When you decide to make an 
important change, usually the 
first question is, “Can I finance 
Tt” Many a man has had to 
let good opportunities slip by just 


Stranger 
while 
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because he was not 
prepared to grasp them 
_Don’t be compelled to “ride be- 
hind another.” Save something 
each pay-day, and you can “sag. 
dle when you will.” 


& 


Cert-ainly 
BUSINESS man recently 
went to his bank to get a 

check certified. The cashier was 
busy with a lady depositor, and 
as the newcomer waited for his 
turn he could not help over- 
hearing the conversation. The 
fair depositor asked the cash- 
ier to certify five checks for 
her, none of which had been 
made out in full. Taking up 
the first the cashier asked 
what amount if was for, and 
after some hesitation the lady 
replied: 

“Seventy-five dollars.” 

The check was filled in and 
certified, then the cashier took 
up the next one, repeating his 
question. The lady hesitated 
again and finally said: 

“What I want is for you just 
to certify the blank checks. 
Then I can fill in the amounts 
as I need to use them.” 

The flabbergasted cashier 
eventually managed to explain 
to her just why he couldn’t and 
to send her away at least mod- 
erately satisfied. Then he 
turned to the business man 
who promptly placed his check- 
book on the desk and sug- 
gested: “Just certify the whole 
blamed lot in blank for me. 
Then I can have a whale of 
time.”—Wall Street Journal 


financially 
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IN connection with BANKING PUBLICITY there is conducted a Bank 
Advertising Exchange, containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. Any 
subscriber who will agree to exchange advertising matter may be added to this list 
A copy of this list may be had by any subscriber upon application. 


ADVERTISING EXCHANGE 
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Investigate 


The Service 
of the “‘First’’ 
in St. Louis 


NATIONAL Over 60 Years’ Experience 








BANK in Handling 
Out-of-Town Bank Business 


More Than 
29000 


Bank Correspondents 
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Resources Over $160,000,000.00 
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Eastern States 


Comprising New York, New Jersey, Penn- 
sylvania and Delaware. 


CONVENTION DATES 


National Safe Deposit Convention—at 
New York, N. Y., May 7-8. 

Pennsylvania Bankers Association—at At- 
lantic City, N. J.. May 26-28. 

N. Y. State Bankers Association—at 
Quebec, Canada, June 21-23. 

National Association of Mutual Savings 
Banks—at Philadelphia, Pa., October 18-22. 


CHASE-MECHANICS AND METALS 
MERGER 


Upon the consummation of the merger of 
the Mechanics and Metals National Bank, 
New York, with the Chase National Bank, 
New York will have two billion dollar banks, 
the National City Bank being the other. The 
consolidated institution will operate as the 
Chase National Bank of the City of New 
York, and as usual in cases of mergers, all 
the officers of both institutions will join 
the staff of the new bank. The board of 
directors will consist of the present board 
of the Chase National Bank and additional 
members from the board of the Mechanics 
and Metals National Bank. Albert H. 
Wiggin, chairman of the board of directors 
and president of the Chase National Bank 
will head the management of the consoli- 
dated institution as chairman of the board 
of directors; Gates W. McGarrah, chairman 
of the board of the Mechanics and Metals 
National Bank, will be chairman of the 
executive committee; and John McHugh, 
president of the Mechanics and Metals Na- 
tional Bank, will become president. Based 
upon recent financial statements, the com- 
eposits of the new Chase National 
will aggregate almost $900,000,000, 
‘| assets will be about $1,025,000,000. 


bined 
Bank 
and t 


There must be something in heredity in 
banks as well as in humans, for both of 
the banks fathered by John Thompson are 
outstanding examples of strength. After 
operating the First National Bank of New 
York for fifteen years, he sold it to George 
F. Baker, and on September 12, 1877, or- 


So UNDERWOOD @ UNDERWOOD 
ALBERT H. WIGGIN 
Chairman of the board and president Chase 
National Bank, New York, who will be chair- 
man of the new Chase National Bank, 
formed by the merger of the Mechanics 
and Metals with the Chase National 


ganized the Chase National Bank, so named 
in honor of Lincoln’s Secretary of the 
Treasury, Salmon P. Chase. It began busi- 
ness with $300,000 capital, with a force of 
four clerks, one of which, Charles E. Slade, 
is still with the bank as assistant cashicr. 
The telephone at that time was a little 
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THE AMERICAN UNION BANK 
ANNOUNCES THE OPENING OF ITS NEW BANKING QUARTERS 
IN THE 


AMERICAN UNION BANK BUILDING 
EIGHTH AVENUE AT 37th STREET 


ON MONDAY, MARCH 15, 1926 


A MODERN INSTITUTION RENDERING TO THE COMMUNITY 
A COMPLETE AND EFFICIENT BANKING SERVICE 
FOREIGN EXCHANGE DEPARTMENT 
Letters ot Credit, Drafts and Bills of Exchange, Money Orders, 
Travelers’ Cheques 


THE AMERICAN UNION BANK 


EIGHTH AVENUE at 37th Street 
NEW YORK 


SECOND AVENUE BROADWAY 


at 83rd Street at 21st Street 


MEMBER FEDERAL RESERVE SYSTEM 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000 


JULIAN P. FAIRCHILD, President 


JULIAN D. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


THOMAS BLAKE, Secretary 

ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 
ALBERT E. ECKERSON Auditor 


INTEREST ALLOWED ON DEPOSITS 


ail WNIT 


less than a year old, but was comiig into 
use, and one was placed in the hank. After 
a month, however, it was removed, for, said 
John Thompson, “It was a damn nuisance, 
with all the brokers calling up for loans at 
three o’clock.” 

John Thompson’s son, Samuel, was the 
first president of the bank, and served until 
his death in 1884, when he was succeeded by 
his father until 1886. At that time, new in- 
terests headed by the bankiay firm of Moore 
& Schley came into cou‘re', and Henry W. 
Cannon was made president. <A. Barton 
Hepburn succeeded Mr. Cannon in 1904, 
though Mr. Cannon retained and stiil re- 
tains his place on the board of directors. 
In 1911, Mr. Hepburn became chairman of 
the board, and Albert H. Wiggin becaiae 
president. Up to the time Mr. Wiggin 
came with the baak, it had been chietly a 
bank for banks. He made it also a bank 
of industry, manufacture and business. In 
1918 he retired to the less active duties of 
chairman of the board, and Eugene V. R. 
Thayer was elected president. He resigned 
in 1921 and Mr. Wiggin again resumed the 
presidency, retaining his office as chairman. 

The bank now has capital of $20,000,000 
as compared with the original $300,000; its 
deposits have grown from $14,738 to about 
$570,000,000, and the clerical has 
grown from four to 1487. 

The history of the Mechanics and Metals 
is no less interesting. It was New York’s 
first labor bank (in spite of the fact that 
the Amalgamated Bank claims that distinc- 
tion) organized by the Central Society of 
Mechanics and Tradesmen in 1810 for the 
“benefit of mechanical interests and to be 
conducive to the more successful conduct of 
the manufactories of the city.” Its first 
office was in a three story building previous- 
ly the home of Alexander Hamilton, in front 
of which was a lawn. Depositors walking 


force 


from the street to the bank often found 
tethered there the cow of the thrifty presi- 
dent of the bank, John Slidell. Mr. Slidell 
lived on the floor above the banking room, 
in order to better safeguard the cash of the 
bank. The bank was organized with a cap- 


JOHN McHUGH 


President of the Mechanics and Metals National 
Bank, New York, who will be president of the 
new Chase National Bank formed by the 
merger of the old Chase National with the 
Mechanics and Metals 


ital of $1,500,000, which was increased to 
$2,000,000 the year fololwing its organiza- 
tion. Capital, surplus and undivided profits 
now approximate $275,000,000. The bank 
was one of the five banks instrumental in 
forming the New York Clearing House in 
1852. In 1865 it gave up its state charter 
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The First Telephone 
Switchboard used for 
commercial purposes. 
New Haven, 1878. It 
connected eight lines. 


The first switchboard 


VER ayear after the telephone uttered its 
first sentence on March 10, 1876, the first 

switchboard experiment took place. Four 
Boston banks and a manufacturing concern 
were connected, utilizing burglar alarm wires. 
The first switchboard to give commercial tele- 
phone service was installed in New Haven in 
1878, connecting eight subscribers. 
From these crude beginnings have evolved 
the complex central office switchboards of to- 
day. Installed in over 6,000 offices, they connect 
nearly 17,000,000 telephones, one with another. 
This operating equipment of the Bell System 
constitutes over one-fifth of its physical property 
and represents an investment of more than 
$600,000,000. 
Underlying the securities of the Bell System are 
this plantandthenation-wideserviceit provides. 
The dividend rate of the stock of A. T. & T.—parent 
company of the Bell System—is 9%. This investment 


stock can be bought in tle open market to yield a good 
return. Write for booklet, ““Some Financial Facts.” 














BELL TELEPHONE 
SECURITIES CO. he 


D.F. Houston, President 


195 Broadway NEW YORK 


“The People’s 
Messenger’’ 


























this Company. 


banking institutions. 


Broadway at 73rd Street 
125th St. at Eighth Ave. 





A Cordial Invitation 


Trust Companies, Banks and bankers de- 
siring new or additional facilities in New 
York City are invited to communicate with 
Every banking and trust 
service is at the disposal of out-of-town 


UNITED STATES 
MORTGAGE & TRUST COMPANY 
Main Office: 55 Cedar Street 


Branches : 


New York 


Madison Avenue at 74th St. 
Lexington Avenue at 47th St. 








and became a national bank. The most 
striking growth of the bank has come since 
the election of Gates W. McGarrah as presi- 
dent in 1902. 

Alvert H. Wiggin, who heads the official 
staff of the new Chase National Bank, 
started at the bottom and worked up, as, 
for that matter, did also Gates W. McGar- 
rah and John McHugh, chairman of the 
executive committee and president of the 
new bank, respectively. Mr. Wiggin, who 
was the son of a small town preacher went 
to work at 17, as a clerk in the Common- 
wealth Bank of Boston. Six years later, in 
1891, he became a national bank examiner 
in the Boston district. He served as assist- 
ant cashier of the Third National Bank, 
Boston, and as vice-president of the Eliot 
National Bank of that city, before coming 
to New York, in 1897 as vice-president of 
the National Park Bank. In 1904 he moved 
to the Chase National as vice-president and 
director, and in 1911 became president. All 


due, so it is said, to the fact that he is 
“tremendously loyal... generous to a 
fault . _. of unlimited courage . . . a hard 
Workey and player... big, jovial and 


vale pa. ’ 
handsne—the man of a million friends.” 


Mr. McGarrah started banking at 18, in 
Goshen, N. Y., and has been active in bank- 
ing affairs ever since. In 1883, he came to 
New York with the Produce Exchange 
National Bank, and later joined the 
Leather Manufacturers’ Bank as cashier, 
becoming president in 1902, and when the 
Leather Manufacturers’ was merged with 
the Mechanics and Metals, he became presi- 
dent of the combined bank. He was made 
chairman of the board in 1922. Mr. Mc- 
Garrah is also a member of the General 
Board of the German Reichsbank, being 
the American director named in accordance 
with the Dawes Plan. 

Mr. McHugh (then known as “Honest 
John”) came from Belleville, to Omaha, 
Nebr., in 1891, to work as a telegraph opera- 
tor. He soon decided that banking was his 
forte, and accordingly became a clerk in 
the O’Neill State Bank, O'Neill, Nebraska. 
His first promotion came when he was 
tendered an assistant cashiership in the 
First National Bank of Sioux City, Ia. 
Further promotions breught him to the 
presidency of that bank, and consolidations 
soon made him the dominant banker of 
that community. At a bankers’ convention, 
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he met 
the impression he 


a New York bank president, and 
made resulted in his 
election as first vice-president of the Me- 
chanics and Metals National Bank, New 
York, in 1915. When Mr. McGarrah re- 
tired to the chairmanship of the board, in 
1922, Mr. McHugh became president. 

The new Chase National Bank will have 


© uNvERWoop & UNDERWOOD 


GATES W. McGARRAH 
Chairman of the Mechanics and Metals National 
Bank, New York, who will be chairman of the 
executive committee of the new Chase Na- 
tional Bank, formed by the merger with it 
of the Mechanics and Metals 


a capital of $40,000,000, and surplus and 
undivided profits of about $39,000,000 mak- 
ing combined capital, surplus, and undi- 
vided profits not less than $79,000,000. 

The March monthly letter of the Me- 
chanics and Metals contains the following 
comment on the merger: 

“This union has been prompted by the 
firm opinion on the part of the directors 
of both institutions that the consolidated 
bank, with so much greater capital than 
either of the separate institutions, as well 
as with the combined personnel, will be 
able to serve its customers in a much more 
efficient manner than heretofore. . . . 

“In the formation of the greater insti- 
tution, out of two banks which have long 
distinguished themselves in the service of 
the nation’s industry and commerce, it goes 


without saying that the good examples of 
the past century will provide a guiding 
spirit for the future. The traditions of 
many decades of banking activity are cher- 
ished, and will continue to contribute their 
part in charting the course of the consoli- 
dated bank. The principles and high pur- 
pose of John Slidell, Jacob Lorillard, John 
Fleming, Shepherd Knapp, Benjamin B. 
Sherman, and Horace E. Garth, together 
with those other able men who through the 
greater part of the Nineteenth Century, 
guided the destinies of this bank, have made 
their impress upon this generation and will 
go on doing so.” 


FRANKLIN NATIONAL-FOURTH 
STREET NATIONAL MERGER 
The Franklin National Bank, Philadel- 


phia, Pa., has merged with the Fourth 
Street National Bank, Philadelphia, as the 











The Franklin National Bank Building, which 
will serve as ‘the head office of the new Franklin 
Fourth Street National Bank, Philadelphia, Pa., 
after the merger of the Franklin National with the 
Fourth Street National. 


Franklin Fourth National Bank, Philadel- 
phia, which represents the largest banking 
consolidation ever undertaken in Philadel- 
phia, and results in the creation of the 
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largest banking unit in the State of Penn- 
sylvania. 

To equalize the exchange of stock, the 
capital of the Franklin National will be 
increased from $2,000,000 to $3,000,000, upon 
completion of which the stock of both banks 
will be exchanged share for share for stock 
of the consolidated bank. The new bank 
will have capital of $6,000,000, and combined 
capital, surplus and undivided profits will 
exceed $24,000,000. Combined deposits of 
the new bank will approximate $137,377,000, 
and total resources will be about $163,000,- 
000. 

The present home of the Franklin Na- 
tional Bank will be the main office of the 
new bank, while the quarters of the Fourth 
Street National will be maintained as a 
branch. It is also reported that a West 
Philadelphia office will be opened in the new 
Pennsylvania Railroad Building at Thirty- 
second and Market streets, when the build- 
ing is completed. 

The board of directors of the new Frank- 
lin Fourth National will include the mem- 
bers of the boards of both banks. The 
executive forces as well as the clerical 
forces of the banks will also be kept in- 
tact. J. Rutherford McAllister, president 
of the Franklin National, is to serve as 
chairman of the board of directors of the 
consolidated institution, while F. F. Shan- 
backer, president of the Fourth Street 
National will be president of the new bank. 
Both started from humble positions, Mr. 
McAllister beginning as a runner for the 
First National Bank of Philadelphia, and 
Mr. Shanbacker starting as stenographer to 
the president of the bank which he now 
heads. 

The Franklin National Bank, which began 
operations in 1900 had total resources of 
nearly $84,000,000 at the time of the merger; 
while the Fourth Street National, which 
was organized in 1886, had resources of 
$78,105,000, according to its latest statement. 


BACON SUCCEEDS GILPIN 


William J. Gilpin, manager of the New 
York Clearing House Association since 1917, 
has resigned because of ill health. Mr. Gil- 
pin had been with the clearing house since 
1877, beginning as a junior clerk, and ad- 
vancing steadily to the post of assistant 
manager in 1892, and to manager upon the 
retirement of the late William Sherer. 

Clarence E. Bacon, whose connection with 
the cicering nouse dates back to 1898, and 
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who has been assistant manager since 1917, 
succeeded Mr. Gilpin as manager. 


PROMOTIONS AT GUARANTY 
COMPANY 


R. E. Whittlesey, Alfred Shriver, B. 
Atterbury, and J. F. Patterson, all of whom 
have been with the Guaranty Company, 
New York, since its organization in 1920, 
and prior to that time were with the 
Guaranty Trust Company, New York, have 
been advanced from assistant vice-presi- 
dents to vice-presidents. 


YOUNGEST BANK DIRECTOR 
SUCCEEDS OLDEST 


Richard Edie, 3d, recently elected a di- 
rector of the Westchester Trust Company, 
Yonkers, N. Y., claims the distinction of 
being the youngest bank director in the 
country. He is but 22 years of age, and 
is a student at Princeton University. He 
was elected to fill the place of Edson Lewis, 
former Mayor of Mount Vernon, the oldest 


The Pennsylvania Company 


For Insurances on Lives and Granting Annuities 


Trust and Safe Deposit Company 


Packard Building 
S. E. Cor. 15th and Chestnut Streets 


Philadelphia 
Capital, Surplus and Undi- 
vided Profits - $20,000,000 


m A, J - Downtown Office 
ederal Ke: 517 Chestnut St. 


System 
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SANK CHEC 


How the modern banking service extends the 
““service of protection”’ beyond the 


walls of the bank building 


No BANKER Jikes to 
see one of his de- 
positors suffer at the 
hands of the check- 
fraud artist. As you 
listen to such misfor- 
tunes, you wish it 
were possible to ex- 
tend the visible means 
of protection you 
maintain within your 
bank, to the checks 
of your depositors 
while in circulation. 


sheets —they are 
made only to your 
order. To prevent 
counterfeiting, each 
sheet of Super-Safety 
paper is guarded as 
the Government 
guards bank-note 
paper. 

Your customers 
will realize that it is 
a business and social 
distinction to send 
out Super-Safety 














Yet many bankers 
have been able to extend this “service of 
protection” and thereby thwart the skill 
of the forger. They supply Super-Safety 
Checks and by this simple act have the 
assurance that they are doing the utmost 
to protect their customers’ checks “away 
from home.” 

Super-Safety Checks are the safest and 
most beautiful checks supplied by banks 
today. They are designed to prevent 
alteration by knife, ink eradicator and 
rubber eraser. Any attempt at erasure 
brings a glaring white spot to the surface 
of the intricately tinted stock. Super- 
Safety Checks are never sold in blank 


Super-Safety Checks come in several beautiful colors. 

They are often bound in rich, handsome Antique 

Moorish covers of several styles and sizes—designs 
convenient for personal and business use. 
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Checks. The colors 
of these checks are pleasing—their de- 
signs beautifully executed. They have 
an authoritative “look” and “feel” and 
are easy to write on. 


Nationally advertised 


If you are furnishing Super-Safety 
Checks you will appreciate the way our 
national advertising in The Saturday 
Evening Post and The Literary Digest 
is. reminding your depositors of your 
interest in protecting their funds while 
in transit. In the event you are not 
supplying these checks, consider them 
carefully when our representative calls. 
Their low cost, in relation to their ad- 
vantages, will surprise you. Your re- 
quest for information or a representative 
will be promptly attended to. Bankers 
Supply Company, Division of The Todd 
Company, 5951 So. State Street, Chicago, 
Ill. Sole manufacturers of Super-Safety 
Checks, Todd Greenbac Checks, and the 
Protectograph. 
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director of the bank, who died recently at 
the age of 87. 


CHANGES AT IRVING BANK 
John C. Orcutt has been elected a vice- 
president of the Irving Bank-Columbia 
Trust Company, New York; Claude VY. 
Allnutt has been advanced from assistant 
vice-president to vice-president; and Alfred 
D. Berry, Oliver C. Wagstaff, J. Whitney 
Richmond, Carl A. Miller and Stanley T. 
Wratten have been advanced from assistant 

secretaries to assistant vice-presidents. 


MANUFACTURERS TRUST’S 
SECURITIES UNIT 


The Manufacturers Trust Company, New 
York, has formed the Financial and In- 
dustrial Securities Corporation, New York, 
with Ralph Jonas as chairman of the board, 
to hold varying amounts of stock in banks 
and insurance companies. It is to have 
assets of over $27,000,000, financed by the 
sale of $15,000,000 of 7 per cent. preferred 
stock, each share carrying with it a stock 
purchase warrant for one share of Class A 
common. stock. 


CHARGE TO BE MADE FOR 
PLACING LOANS 


Beginning March 1, 1926, members of the 
New York Clearing House Association 
ceased to loan money on call for their cor- 
respondents and customers free of charge. 
A charge of 5 per cent. of the interest re- 
ceived on such loans will be made by the 
members and non-members which clear 
through members, according to a new ruling 
of the association. 

Such a charge has been felt to be justi- 
fied for some time, because of the work in- 
volved in placing a call loan; checking and 
storing collateral, and making substitutions, 
but competitive conditions made it practi- 
cally impossible for individual banks to im- 
pose the charge. Hence, united action was 
taken through the clearing house. 

lhe newspaper comment accompanying 
the announcement says that the charge is 
not expected to reduce the amount of such 
loans appreciably. Perhaps not, at the 
present time when the profit on call money 
is large, but the charge increases the rate 
at which money must be invested in Wall 
Street funds to prove more profitable than 
home investment. It may have its share 





THIN LEAD 
COLORED 
PENCILS 


OMETHING you have 


wanted for years. 


UNIQUE is an absolute ne- 
cessity for making fine lines in 
color—for figuring, checking, 
underscoring and making 
notations on correspondence, 
blue-prints, etc. 

Blue . 1206 Green 1208 

Red. . 1207 Yellow 1209 


White 1215 
Also 7 Additional Colors 


Price $1.00 per dozen 
at all dealers or write direct 
American Lead Pencil Co. 
212 Fifth Ave. New York 
Makers of VENUS Pencils 





(Bei ng rapidly adopted by: 


| Executives . Bankers Brokers, 


in ecelttslcinicetelem ila ticiia: 


\ Un fact useful to everyone 


in the development of an acceptance market 
so desired by the Federal Reserve officials, 
by forcing the country banks, in their search 
for profitable short term investments to 
take some of their funds from the call 
money market and put them in acceptances. 


NEW OFFICERS OF PRUDENCE 
COMPANY 


George L. Harvey, E. M. Podeyn, H. L. 
Simpson, F. T. Pender, and Vincent Rowan 
have been elected assistant vice-presidents 
of the Prudence Company, Inc., New York; 
August Harper has been elected treasurer; 
W. Allin Bigg, assistant treasurer; Charles 
A. Chase, secretary; and O. H. Keller, 
assistant secretary. 


ANOTHER AMERICAN TRUST 
OFFICE 


The American Trust Company, New York, 
is to have a new branch office on Staten 














A machine worthy of every 


banker’ s attention...The New Dalton 
“MULTIPLEX” Bank Ledger Posting and 
Statement Machine 


It is a new bank bookkeeping machine so expensive "call-back" system; a 
speedy that it does 25 or more per cent machine that automatically prints over- 
more work in a given time than the ordi- drafts, including the date, in RED; a 
nary machine; so simple as to be instantly machine that 

operable by anyone ; so sturdily, yet sim- But get all the details on this remark- 
ply, built that littke mechanical service is able new Dalton. A book that has just 
ever needed to keep it in good condition. been prepared contains complete _infor- 


Further, it is a ma- mation —— what the 
chine that checks its machine does and 
own work, that can, how it does it. This 
if the bank desires, book is FREE — 

write for it today! 


even eliminate the 


Adding-Calculating . Bookkeeping . Statement and 
‘*Cash Register’? Machines 


THE DALTON ADDING MACHINE SALES COMPANY 
Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and Branches 
Sales Agencies in ALL the Principal Cities of the World 
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Island. Property has already been secured, 
and plans are in preparation for the erec- 
tion of a bank building which will house 
the new Office, and the Staten Island branch 
of the New York Title and Mortgage Com- 
pany, New York, which is affiliated with the 
American Trust. The opening of the new 
office will bring the American Trust Com- 
pany’s total of branches up to five. 


NATIONAL CITY-PEOPLES TRUST 
MERGER 


The National City Bank of New York, has 
acquired control of, by purchase of capital 
stock, the Peoples Trust Company of 
Brooklyn, the largest and one of the old- 
est banks in Brooklyn. The merger will 
give the National City Bank eleven ad- 


CHARLES E. MITCHELL 

President of the National City Bank, New 
York, which recently absorbed the 
Peoples Trust Company, 
Brooklyn, N. Y. 
ditional branches in Greater New York, 
making its total number of branches eight- 
een in all. Seven of them are located 
in New York City proper. The combined 
resources after the merger will be, ac- 
cording to the latest statements of the two 
institutions $1,291,000,000, with total de- 
of $989,430,000. 

The price paid for the stock of 
Peoples Trust is approximately $835 
Final details of the 


posits 
the 
per 


Share merger are 


Audits ~ Systems 
for Banks 


Our specialty is con- 
ducting efficient and 
thorough bank and com- 
mercial audits, and the 
installation of account- 
ing systems for banks, 
trust companies, and 
foreign exchange de- 
partments. 





| McArdle, | 
| Djorup & McArdle } 


42 Broadway, New York 





not yet available. No change in the per- 
sonnel of the Peoples Trust is contem- 
plated. The National City plans to create 
a Brooklyn advisory board, consisting of 
the present directors of the Peoples Trust 
Company. 

In announcing the purchase of control, 
Charles L. Schenck, acting president of 
the Peoples Trust Company, said: “We 
believe that the identification of the Peoples 
Trust Company offices with the National 
City Bank will be of tremendous advantage 
to the residents of the districts which we 
serve, by placing at their immediate dis- 
posal the full facilities of a world-wide 
banking organization.” 

The National City Bank of New York 
is the largest bank in the country, and is 
one of the two “billion dollar banks,” the 
other being the Chase National Bank, 
formed by the merger of the Mechanics 
and Metals National Bank with the present 
Chase National, reported elsewhere in this 
issue. The National City was organized 
in 1812, with a capital of $2,000,000. Its 
capital at the present time is $50,000,000 





THE BANKERS MAGAZINE 


ba lttetetactelme) aiortel Caer tle mst: 
couldn’t be bettered but 
Reed made it better. 


—Send for and see Reed’s Mass 
color Plan for 1926. 


ee ER 8 ORR OR 0 


& Banker Associates 


TRIBUNE TOWER ne 


CHICAGO 


Since the Federal Reserve Act gave Ameri- 
can banking institutions power to establish 
branches abroad, the National City has 
leader in the movement. 

The Peoples Trust Company was founded 
in 1889, with a capital of $500,000, and has 
expanded steadily, till, on January 15, 1926, 
it had ten branches in addition to its main 
office, and capital of $2,000,000, with de- 
posits of $67,860,584, and surplus and un- 
divided profits of $5,135,748. The deposits 
of the National City, as of December 31, 
1925, stood at $921,573,498, which surplus 
amounted to $50,000,000, and undivided 
profits totaled $15,032,497. 


heen a 


STOP PAYMENT DEVICE 


Morton Waddell, trust officer of the Har- 
riman National Bank, New York, has se- 
cured a patent on a stop-payment machine 
When an order is received from a depositor 
to stop payment, the bank accepting the 
order assumes a certain responsibility, and 
all sorts of systems have been devised to 
accomplish this purpose, all, however, ter- 
minating in a single person, usually a book- 
keeper, upon whose alertness the matter 
rests. The machine which Mr. > Waddell 
has patented is designed to eliminate the 
human element of fallability in such matters. 

It consists of a device to be attached to 
the ordinary posting or bookkeeping ma- 
chine commonly used in banks. In the de- 
vice are registered the dollar amounts of 
all stop-payments, and when such amounts 
are again listed, the machine will automati- 
cally light a bulb, ring a bell, or notify 
the operator by other means that 
particular amount is in question. 

According to Mr. Waddell, the operation 
of the machine in hinders or im- 
pedes the function of the posting machine. 
It merely announces the check when the 
is listed, and then all the book- 


such 


no way 


amount 


C. Addison Harris Jr., president Franklin Trust Company, Philadelphia, Pa., presenting a silver loving 
cup to R. W. Mercer, manager of the Germantown office of the bank. The Germantown office 
was victor in a recent branch office contest, in which over $700.C00 in new business 
was obtained 
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Established 1837 


ADRIAN H. MULLER & SON 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 




















keeper needs to do is to examine the check 
and see whether it is the one on which pay- 
ment has been stopped. If not, the operator 
proceeds with his work, passing the check 
along with the others. Eventually, the ma- 
chine will call attention to the check on 
which payment has been stopped—and that 
is its sole purpose. 


FEDERATION BANK TO CONVERT 


The Federation Bank, New York, has de- 
cided to convert into a trust company, as 
the Federation Bank and Trust Company 
of New York, in order to enlarge the scope 
of its service. An advisory committee of 
200 prominent citizens has been formed to 
assist in the conversion. The bank has had 
a remarkable growth since its organization 
by the American Federation of Labor in 
1923. Its total assets now exceed $15,000,- 
000, 


NEW SAVINGS BANK ASSOCIATION 
SECRETARY 


John W. Sandstedt has been advanced 
from acting secretary to secretary of the 
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National Association of Mutual Savings 
Banks He is said to be the youngest sec- 
retary of any of the national associations, 
being only twenty-two. 

He has been connected with this association 
since *ts organization in 1924, having been 
with the Savings Banks Association of the 
State »f New York prior to that time. 

Frederick O. Schubert, who recently came 
from *+he Chilton-Class Journal Company to 
the Swvings Bank Journal as associate edi- 
tor, has been elected assistant secretary of 
the Natamsa Publishing Company, publish- 
ers of the journal. 


FRENCH AMERICAN STATEMENT 


The statement of condition of the French 
American Banking Corporation, New York, 
as of December 31, 1925, showed total assets 
of $28,570,461. Cash on hand amounted to 
$4,285,709, investments totaled $8,816,093, 
and loans and discounts stood at $2,559,633. 
Current accounts, both time and demand 
totaled $12,412,320, and were almost equalled 
by acceptances and letters of credit, which 
stood at $12,264,171. 


HARE AND CHASE STATEMENT 


According to the statement of Hare & 
Chase, Inc., Philadelphia, Pa., for the eleven 
months ending November 30, 1925, earn- 
ings per share on the average outstanding 
common stock for the year 1925 amounted 
to $4.45. The balance sheet as of that date 
shows total resources of $29,604,447. In 
July, 1925, Hare & Chase purchased the 
Cromwell-Dodge Company, hence the capi- 
tal on November 30, 1925 stood at $5,000,- 
000 as against $2,200,000 on December 31, 
1924. During this same period surplus in- 
creased from $586,131 to $970,460; reserves 
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GERDES 


METHOD 


” The Value of Fresh Air’”’ 


Winter is the time for intensive business. 
ness, absenteeism and inefficiency cause serious losses. 
Greater profits result if your employees breathe pure air. 


Vacations with pay for your employees are an investment in 
health and ambition. The investment will soon be lost unless 
a healthful atmosphere is maintained during the cold season. 


Modern science demands ventilation with cool, fresh air. By 
the Gerdes Method of Ventilation healthful and invigorating 
unheated fresh air is diffused without causing draft or chill. A 
booklet fully describing this method and giving references of 
the highest character will be sent on request. 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 


GERRES 





Preventable sick- 














increased from $546,411 to $884,424; and 
cash from $2,189,480 to $4,370,390. 


AMERICAN UNION IN 
QUARTERS 


NEW 


The American Union Bank, New York, 
recently moved into its new quarters in the 
American Union Bank building, on Eighth 
avenue at Thirty-seventh street. The bank’s 
statement, as of December 23, 1925, showed 
total resources of $10,950,421, with loans and 
discounts of $8,577,767, and deposits of $8,- 
451,566. The capital of the bank is $1,500,- 
p00, and surplus and undivided profits 
amount to $760,770. 


A MERGER IN BUFFALO 


The Manufacturers and Traders Trust 
Company, Buffalo, N. Y., formed from the 
consolidation of the former Fidelity Trust 
Company of that city with the Manufactur- 
ers Traders National Bank, as reported in 
these columns in January, has absorbed the 
Central Park Bank, and will operate it as 
its ninth branch. Charles A. Freiberg, 
president of the Central Park Bank, and 
other executives thereof will form an ad- 
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visory committee for the institution. R. P. 
Hummell, who has been vice-president and 
cashier, will act as manager of the branch. 


APPOINTMENT AT PENNSYLVANIA 
TRUST 


Clifford E. Geeting has been appointed 
auditor of the Pennsylvania Trust Company 
of Pittsburgh, Pa. 


PHILADELPHIA GIRARD NATIONAL 
BANK 


The merger movement seems to be nation- 
wide. Following close on the heels of the 
mergers in New York, Buffalo, and Rich- 
mond, comes the announcement that the 
Philadelphia National Bank, Philadelphia, 
Pa., and the Girard National Bank of that 
city propose to consolidate as the Phila- 
delphia Girard National Bank. The capital 
of the consolidated institution will be $8,- 
000,000; the surplus and undivided profits 
$19,600,000; and the aggregate resources 
will be larger than those of any other bank 
in the State of Pennsylvania. According 
to the reports of the two banks as of 
December 31, 1925, the combined deposits 
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We invite inquiries regarding the constructive help this Bank 
FREDERICK H. RAWSON 
Chairman of the Board 


Union Trust Company had more than doubled 
extends to institutions requiring a Chicago correspondent. 


Said the president of one of our correspondent 
banksinthe Middle West, upon noting that the 
its depositsin thelast seven years, “ 


“Such rapid growth—” 
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Interior of Bristol Savings Bank, Bristol, Conn. 


An excellent example of an interior arrangement for a 
Savings Bank, incorporating among its features a modified 
“island plan.” 

Travertine Stone has been employed as flooring for the 
Public Space as well as for the wainscoting about the entire 
banking room, while the counter-screen of the same stone is 
surmounted by handsomely ornamented bronze. 

In the rear a spacious mezzanine accommodates a taste- 


fully appointed Directors’ Room. 


‘The Griswold Building Company, Inc. 
SPECIALISTS IN 
Designing—Building—Equipping 
BANKS 


101 Park Avenue, New York City 
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will amount to approximately $200,000,000, 
and the total assets will aggregate some- 
thing around $250,000,000. 

The Philadelphia National was organ- 
ized in 1803, and the Girard National in 
1832. They are two of the largest and most 
influential banks in the City of Philadel- 
phia, and their consolidation will add to 
the financial prestige of the city and state, 
and will assure greater banking facilities 
to the commercial, manufacturing, and 
business interests. 

The board of directors of the consoli- 
dated bank will include all the members 
of both boards and most of the executive 
personnel of both banks will be retained, to 
insure the continuity of existing policies 
and service. 

Levi L. Rue, president of the Philadel- 
phia National Bank will be chairman of 
the board and chairman of the executive 
committee, while Joseph Wayne, Jr., presi- 
dent of the Girard National Bank, will be 
president and chief executive officer of the 
new bank. 

It is expected that the merger will be 
effective April 1. 


PITTSBURGH CLEARING HOUSE 
OFFICERS 


R. B. Mellon, president Mellon National 
Bank, Pittsburgh, Pa. has been elected 
president of the Pittsburgh Clearing House 
Association for the current year. James 
C. Chaplin, president of the Colonial Trust 
Company, has been elected vice-president 
of the association; and W. W. McCandless 
has been elected secretary and treasurer. 
Mr. McCandless, who has been the execu- 
tive officer of the association for many years, 
has been granted a three months’ leave of 
with a purse for expenses, to re- 
cover from an illness which has incapaci- 
tated him for some time. 


absence, 
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Send for booklet “ Protection” 
THE CONSOLIDATED 
EXPANDED METAL COMPANIES 
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Branch Offices MINNEAPOLIS 
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103 Park Ave. 152 West 42d St., N.Y.C. 


A MERGER IN CAMDEN 


In Camden, N. J., the East End Trust 
Company, the Broadway Trust Company, 
and the Merchants’ Trust Company have 
completed arrangements to merge, but 
each will retain its individual identity, con- 
tinuing business in its present quarters, the 
only change being in the personnel of the 
directorates, according to the report. The 
combined assets of the three banks amount 
to $15,000,000, combined deposits totaling 
$13,500,000, and combined capital, surplus, 
and undivided profits amounting to about 
$2,000,000. 


New England States 


Comprising Maine, New Hampshire, 


Ver- 
mont, Massachusetts, and 


Rhode Island. 


Connecticut, 


CONVENTION DATE 
New England Bankers Associations— 
at New London, Conn., June 18-19. 
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PROVIDENCE-MERCHANTS MERGER 


The directors of the Merchants National 
Bank, Providence, R. I., and the Provi- 
dence National Bank, of the same city, 
have voted to merge under the name of the 
Providence National Bank. The new in- 
stitution will have a capital of $1,500,000, a 
surplus of $2,500,000 and undivided profits 
of approximately $380,000, making a com- 
total of capital, surplus, end un- 
divided profits of approximately $4,380,000. 
It is that the new institution 
will occupy the present site of the Merchants 
National Bank at 20 Westminster street. 

The consolidation is opposed by only one 
member of the board of directors of the 
Providence National Bank, William Gam- 
mell, “for personal reasons” because “the 
National Bank 
has been for several generations in the 
hands of the Brown and Ives family.” Mr. 
Gammell’s views have been included in the 


bined 


understood 


control of the Providence 


notice recommending the merger which was 
sent to the stockholders. If the merger is 
ratified by the stockholders, the board of 


CHARLES PERRY 


President of the Washington Trust Company, 
Westerly, R. I., for forty-five years. Before 
him, his father, the late Charles Perry, had 
served as president for fifty-five years. Thomas 
Perry, father of the late Charles Perry, was 
elected cashier of the bank in 1806. The bank 
has, thus, been in Perry hands for 120 years— 
an unusual record. 








| Bank of Charleston 


National Banking Association 


S. C. 


1834 


Charleston, 
Established 


The Bank of Charleston succeeded 
to business of liquidating branch 
Bank of the United States. 


Capital and Surplus . 
Resources . 


$1,500, 000.00 
$12,500, 000.00 























the new bank will include all of the mem- 
bers of both of the merging banks. 

Both of the banks have unusually long 
records of service behind them, the Provi- 
dence National having been established in 
1791 (though it is not, as stated in the 
newspaper account the oldest bank in the 
country, the Bank of New York and Trust 
Company, New York, and the Bank of 
North America and ‘Trust Company, Phil- 
adelphia, both being older) and_ the 
Merchants National having been established 
in 1818. 


ELECTIONS AT NATIONAL 
SHAWMUT 
Frederick P. Royce, 
Stone & Webster, Inc., has been elected a 
member of the board of directors of the 
National Shawmut Bank, Boston. James 
E. Ryder has been elected vice-president 
and cashier; Leon H. White has been elect- 
ed vice-president; Stanley P. Wyatt, secre- 
tary to the John P. Dyer and 
William J. Fortune, assistant 
dents; and F. G. Ellison and E. T. 
assistant cashiers. 


vice-president of 


board; 
vice-presi- 


Valker, 


MALDEN BANK INCREASES STAFF 


The directors of the First National Bank, 
Malden, Mass., have decided to increase the 


number of vice-presidents of the bank from 
Frank A. Bayard and Ernest 
L.. Chandler were chosen for the new posi- 


one to three. 
tions. 


QUIST JOINS OLD COLONY 


Albert J. Quist has been appointed man- 
ager of the municipal department of the 
New York office of the Old Colony Corpora- 
tion of Boston. 
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Southern States 


‘omprising the District of Columbia, Mary- 


lund, Virginia, West Virginia, North 
Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Texas, 


Arkansas, Kentucky, and Tennessee. 


STATE CONVENTIONS 
Louisiana—at Monroe, April 14-15. 
Florida—at Jacksonville, April 23-24. 
\rkansas—at Hot Springs, April 27-28. 
North Carolina—at Durham, May 6-8. 
Mississippi—at Biloxi, May 11-12. 
Tennessee—at Knoxville, May 13-14. 
Georgia—at Columbus, May 17-19. 
\labama—at Montgomery, May 20-22. 
~at Galveston, May 25-27. 
at Roanoke, June 17-19. 


lexas 
\ irginia- 
OTHER CONVENTIONS 

Country Bankers of Georgia—at Atlanta, 
April 14-16. 

lieserve City Bankers—at Atlanta, Ga., 
April 28-30. 

National Foreign Trade 
Charleston, S. C., April 28-30. 

\. B. A. (spring meeting of Executive 
Council)—at Pinehurst, N. C., May 3-6. 

I. B.—at Dallas, Texas, July 12-17. 


Council—at 





STATE BANKERS’ RESOLUTIONS 

At the recent meeting of the Executive 
Committee of the State Bank Division of 
the A. B. A., in New Orleans, La., resolu- 
tions were passed urging members to sup- 
port the McFadden Bill (H.R. 2); endors- 
ing “any plan that will work out a greater 
stabilization of prices for agricultural prod- 
ucts in harmony with sound economic prin- 
ciples;”’ and endorsing the idea that all 
banks should maintain credit files contain- 
ing financial statements and other informa- 
tion concerning borrowers who have a line 
of credit of $500 or more. 


NASHVILLE CLEARING HOUSE 
OFFICERS 


C. H. Wetterau, assistant vice-president 
of the American National Bank, Nashville, 
Tenn., has been elected president of the 
Nashville Clearing House Association for 
the ensuing year; D. Y. Proctor, of the 
Broadway National Bank, has been elected 
vice-president; and Lawrence King, man- 
ager. 

The executive committee for the year in- 
cludes A. E. Potter, president Broadway 
National Bank; V. J. Alexander, 
president American National Bank; 


vice- 
and 











Constant war on waste 
Products of first quality 
Uninterrupted dividends 
Stability of earnings 


Small profits per pound 
on large volume 


summarized. 





Dividends Regularly for 40 Years 


The life history of Swift & Company’s operations is thus briefly 


The chemical laboratory and theconstantsearch for improved 
methods have reduced waste to a minimum. They have also 
enabled us to improve greatly the quality of your meat. 

Thrift and conservative policies have made it possible to pay 
dividends without interruption for 40 years, although our profits 
have averaged only a fraction of a cent per pound of product. 


Swift & Company thrift has benefited others beside Swift shareholders. 
A portion of the gains resulting from thrift is passed along to the producers 
of live stock and to the consumers of meat. Competition sees to that. 


Swift & Company 




















Harry Williamson, cashier Fourth and 
First National Bank. 
Clearings for 1925 showed an increase of 


only 9 per cent. over those for 1924. 


BANK TO TEACH FARMERS 
TOBACCO GROWING 


It seems to be coming to be regarded as 
a part of a country bank’s duty to provide 
instruction and help in farming methods 
for its patrons. There are cotton contests, 
corn contests, corn shows, and agricultural 
advice services, all run by country banks. 
The most recent announcement of this type 
of service comes from Aberdeen, N. C., 
where the Page Trust Company is planning 
to instruct the farmers of that district in 
growing tobacco. 

Archie Tapp, a tobacco planter whose 
crop each year makes a bigger acreage 
yield and brings a bigger price on the mar- 
ket than the crop of any other man in the 
vicinity, has been hired by the bank to tell 
the other planters how he does it. He has 
laid out a complete plan, beginning with 
the proper seed. He believes “cash” to- 
bacco is best adapted for that section. Ac- 
cordingly, the bank will furnish free seed 
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of this variety to all the tobacco farmers 
who will plant it. 

Mr. Tapp plans to help the farmers with 
their plant beds, to demonstrate how to pre- 
pare the ground for setting out the plants; 
and to assist them in getting the crop under 
way, harvesting it, curing it, and grading it 
for market. Thus it is expected that the 
crop from the Aberdeen region can be 
raised from 1,500,000 pounds to 5,000,000 
or 6,000,000 pounds, adding $1,000,000 an- 
nually to the income of the farmers, some 
of which income will pass through the Page 
Trust Company. 


LIQUIDATING AGENT IN TEXAS 


Charles O. Austin, Commissioner of Bank: 
ing of the State of Texas, has appointed 
Charles B. Watters of San Antonio, as 
special liquidating agent for defunct state 
banks. There are 110 state banks in process 
of liquidation, some of which have been 
“liquidating” for the past ten years. It 
requires the services of forty other liqui- 
dating agents to carry on the work. ‘The 
“special” liquidating agent will travel from 
one liquidating bank to another, to see just 
what progress is being made. 
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Alfred H. Swayne 


hairman— Vice Presideni, General 
Motors Corporation. 


Curtis C. Cooper 
President 
Albert L. Deane 
Vice President 
Pierre S. duPont 
Chairman, General Motors Corporation 
and E. I. duPont de Nemours & Co. 
Lammot duPont 
Finance Committee, General Motors 
Corporation. 








GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 


250 West 57th Street, New York City 
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CITY NATIONAL OF MIAMI OPENS 


The City National Bank of Miami, Fla., 
whose organization with Clark B. Davis, 
formerly assistant vice-president of the 
Bank of America, New York, as president, 
was noted in these columns in November 
1925, was formally opened on February 17, 
1926. The total deposits on the opening 
day amounted to $2,125,000, and are in- 
creasing rapidly. 

In addition to Mr. Davis as president, 
the administrative personnel of the new bank 
will include S. M. Tatum as chairman of 
the board, Ralph H. Buss as vice-president, 
Harry Roberts as assistant vice-president, 
L. J. Griffin as cashier, and Morgan Mc- 
Cormick. 

Mr. Tatum located in Miami twenty-four 
years ago, and is best known as the head 
of Tatum Brothers Company, developers 
of real estate. He is also president of 
the Dade County Title Insurance and Trust 
Company, and the Florida Title Company 
of Miami, and is identified as an executive 
and director with more than a score of 
corporations. 

Mr. Buss was born in Deadwood, S. D., 
and has been in banking for about twenty 
years. He was an official of the Farmers 
and Merchants National Bank, Fremont, 
Neb, for seven years, severing his con- 


nection there in 1917. From 1920 to the 
present he had charge of loans at the 
Federal Reserve Bank of Chicago. In 
1921 he was advisor to the board of di- 
rectors of the War Finance Corporation in 
Washington. When he left Chicago in Feb- 
ruary, he was a member of the executive 
committee of the Federal Reserve Bank 
there. 

Mr. Roberts was born in Balaklava, 
South Australia, and came to the United 
States in 1904. He was educated at Tran- 
sylvania University, Lexington, Ky., grad- 
uating with the class of 1909. His early 
training in banking was gained in his six 
years with the Phoenix National Bank and 
Trust Company, Lexington, Ky., from which 
he resigned to become comptroller of the 
Metropolitan Trust Company, New York, 
which was later merged with the Chatham- 
Phenix National Bank and Trust Company, 
New York. 

Mr. McCormick is new to banking, al- 
though he has had experience in the ad- 
ministering of a trust estate in Kentucky. 
He is a member of the McCormick family 
which is so well known in connection with 
harvesters. He was for eleven years in the 
hardware and implement business in Ken- 
tucky, and served four years as president 
of the Canoe Creek Coal Company. 
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Write for our new circular describing books 
that you need for your banking library 


BOOK DEPARTMENT 


Toe Bankers Pusuisutinc Co. 


71 Murray Street, New York, U.S.A. 


THE WHY OF THE FLORIDA BOOM 


C. W. Barron has hit on an interesting, 
if unconvincing explanation of the cause 
of the Florida boom. In a series of articles 
“Florida Flowers and Finance” in the Wall 
Street Journal, Mr. Barron says that there 
was so much money in the country that 
there had to be a boom of some sort, but 
the Federal Reserve Banks blocked a Wall 
Street boom, high prices blocked a building 
boom, hence, searching for something to 
boom, the country hit on Florida land. He 
but here is the explanation in his 
own words: 


SaVvs 


“Every great world building has been 
preceded by a great movement affecting 
credit. Following the 1545 discovery of the 
mountain of silver at San Louis Potosi in 
South America, Europe was remade. 

“The tremendous development of the 
North American continent began with the 
outpouring of gold from California and 
Australia in 1849 to 1853. ‘The next jump 
forward in the United States was from the 
Civil War inflation period. 

“The South African gold output and the 
cyanide process to enlarge the gold recovery 
lifted the world forward around 1900. Then 
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came a world remaking from the World 
War, and in this the winner of the war was 
not Great Britain, France or the American 
armies. 

“It was the Federal Reserve Act enabling 
the United States to maintain the gold 
parity for all the fighting allies, loan them 
$7,000,000,000 during the war and $3,000,- 
000,000 afterward, and to put in $30,000,- 
000,000 more from the U. S. Treasury. 

“The Federal Reserve Act holds the 
greatest possibility of inflation the world 
has ever seen. It surpasses in boom poten- 
tiality the South American discovery of 
silver and the California gold output. It 
immediately doubled the effectiveness of the 
nearly $2,000,000,000 gold under the banking 
and credit system of the United States be- 
fore the World War. 

“It has today the same effect upon our 
$4,500,000,000 gold—one-half the money gold 
of the world. 

“The potentiality of this gold and Federal 
Reserve Act has alarmed the bankers, the 
authorities, and the Federal 
Reserve governors. It has meant, since the 
war, a possibility of credit expansion by 
$200,000,000,000, or more than the World 


Washington 
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your mortgage expires 


Look ahead five years before you loan money on a house today 


Every year it is becoming more difficult to dispose of ordinary 
uninsulated houses. Building authorities agree that the practice 
of building such houses is coming to an end. Nobody wants to 
live in such a house. Nobody wants to buy or rent one. 


Celotex Insulating Lumber has made it practical to build homes 
winter-warm, summer-cool, strong and quiet. 


Used in outside walls as sheathing, replacing wood lumber; and 
on inside walls under plaster, replacing lath; Celotex gives these 
great advantages at little or no extra building cost. 


Celotex is stronger in wall sections than wood lumber. It is 
the only effective insulating material which provides this greater 
strength and is not an extra item in the building. Homes built 
this way are better collateral than any ordinary house. They 
cost less for upkeep— require about % less fuel to heat—suffer 
less depreciation —and sell or rent readily and for a good price. 


The Celotex Company produces more insulation for general 
building purposes than all other insulation manufacturers com- 
bined. Its output has grown from 12,000,000 feet in 1921 to 
over 200,000,000 feet for 1926. 


Ask your architect, contractor or lumber dealer to tell you more 
about Celotex. Have your secretary write for a copy of the 
Celotex Building Book. It explains house insulation fully. 


THE CELOTEX COMPANY, CHICAGO, ILLINOIS 
Mills: New Orleans, La. 


Branch Sales Offices in many principal cities 
(See telephone books for addresses) 
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- MiamiBeach 

is Calling YOu 

GULF STREAM 
BREEZES 


singing thru the palms a song of 
sunshine, happiness and health in 
the playground of soctety and the 
winter sports center of the nation— 
More than one hundred delightful resort 
hotels convenient to all-year bathing 
along miles of ocean beach, close to 
golf, tennis, polo, canoeing, motor boat- 
ing, and the world famous fishing 
grounds of the Florida Keys. 
For information regarding hotels, apartments, 
homes, business opportunities, in Winter or 
Summer, address 


CHAMBER OF COMMERCE 
Miami Beach - - Florida 








War cost all the nations up to the Armistice 
date. 

“Every precaution has been taken to pre- 
vent a Wall Street speculation based upon 
this gold, and a Federal Reserve Act abol- 
ishing the 25 per cent. bank reserves and 
putting us below the English base of a 7 
per cent. gold reserve banking and credit. 

“While everybody co-operating to 
prevent an outburst of speculation in Wall 
Street, the country did the unexpected; took 
a slant toward Florida and jumped that 
state into a land boom unmatched in the 
history of the world. 

“It was so sudden and so unlooked for 
that the measurement of it has not yet 
been taken by the country as a whole. 

“High prices for labor in the building 
trades have prevented a building boom, and 
land speculation, in the North. Southern 
California has been recovering from _ its 
series of land booms, which were more local 
than national; and there was too much land 
in the Southwest for concentrated develop- 
ment. 


was 


“But Florida, with its winter climate, its 
keys and islands, lakes, hills and rivers, its 
wonderful coast lines, its varied tropical 
products, its nearness to the wealth of the 
North and many other factors, became a 
magnified magnet to attract the speculative 
spirit of the country when shunted out of 
Wall Street. 

“The Federal and 
their co-operating bankers have been keep- 
ing sharp eyes on Wall Street. Railroad 
labor unions threatening still 
further advances in their already extrava- 
gant wages and have held back railroad 
share speculation. But Florida has been a 
wide-open speculative field North to South, 
East to West. It has been for many months 
and some years, with various forms of ad- 
vertising, inviting the capital and people 
of the North. Its bid for wealth of the 
nation with legislation abolishing, by con- 
stitutional amendment, all inheritance taxes. 

“In New York, the governors of the stock 
exchange are restricting the carrying ca- 
pacity of brokerage houses so that there 
will be relation between a broker’s capital 
and his liabilities. They have forced en- 
largement of the customers’ margins so that 
it is really cheaper for people carrying 
stocks to borrow of the banks. 

“Less margin is now required to speculate 
in Florida land than to buy stocks in Wall 
Street. ‘Puts’ and ‘calls’ on shares are out 
of date as with ‘binders’ on 
Florida real estate. 

“A ‘binder’ is but a small fraction of the 
purchase price and holds the land under 
option. It is often transferred several 
times at sharp advances before a rival buyer 
appears. 

“‘Binder’ profits may be multiplied in a 
week or a day. In a time of land excite- 
ment there is no speculation in stocks that 
can equal ‘binder’ profits. 
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Even the best bank advertis- 
ing can be made beiter. 


Send for and see Reed’s 
WY Etctorere) Ce) a od hee ce) Aon 


&~ Banker Associates 


‘ 
TRIBUNE TOWEE ftsel CHICAGO 
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“The great speculation in south Florida 
which culminated in September and October 
covered a period of no more than six 
months; but it has had and will have far- 
reaching effects, both good and ill.” 


& 
Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, 
Wisconsin, Minnesota, Iowa and Missouri. 


CONVENTION DATES 


Illinois Bankers Association—at Spring- 
field, June 16-17. 

Iowa Bankers Association—at Sioux City, 
June 21-23. 

Financial Advertisers’ Association—at 
Detroit, Mich., September 21-23. 


CHANGES AT UNION TRUST 


Paul L. Hardesty, assistant cashier and 
manager of the advertising and publicity 





— 








PAUL L. HARDESTY 


\ssistant cashier Union Trust Company, 
Chicago, formerly manager of the adver- 
tising and publicity department, who has 
been advanced to new work in the com- 
mercial banking department 


department of the Union Trust Company. 
Chicago, has been advanced to new work 
in the commercial banking department. He 
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entered the employ of the Union Trust 
Company five years ago, soon after his 
discharge as an officer of the Naval Reserve 
Corps in the World War, and has advanced 
through various positions to membership on 
the official staff in 1923, and to an assistant 
cashiership in May 1925. He is a director 
of the Financial Advertisers’ Association, 
and is chairman of the Financial Depart- 
ment of the Advertising Council of the 
Chicago Association of Commerce. 

Herbert V. Prochnow, who has been act- 
ing as assistant manager for the past three 
years, has succeeded Mr. Hardesty as man- 
ager. Before coming to the Union Trust 
Company, he was assistant professor of 
business administration at the University 
of Indiana. He is a graduate of the Uni- 
versity of Wisconsin. 


CONTINENTAL AND COMMERCIAL 
INCREASES SURPLUS 


The Continental and Commercial National 
Bank, Chicago, has transferred $5,000,000 
from undivided profits account to surplus. 
After the transfer, the capitalization of 
the company stands as follows: capital 
$25,000,000, surplus $20,000,000, and undi- 
vided profits, over $2,000,000. 


PROMOTIONS AT CLEVELAND 
TRUST 


H. H. Allyn has been advanced from trust 
officer to vice-president in the trust estates 
department of the Cleveland Trust Com- 
pany, Cleveland, O. H. S. Yenne and 
Edward B. Roberts have been promoted 
from assistant trust officers to trust officers, 
and William S. Goff, son of the late presi- 
dent of the bank, Fred H. Goff, has been 
elected an assistant treasurer. 

President Harris Creech, in his annual 
report, said that 1925 was one of the most 
successful years in the history of the com- 
pany, with a gain of $12,567,888 in deposits. 


MISS HOAGLAND STARTS BUSINESS 
OF OWN 


Jessamine G. Hoagland has resigned as 
manager of the savings department of the 
National Bank of the Republic, Chicago, 
and has opened offices as advertising coun- 
sel, to handle the advertising campaigns of 
banks and investment houses and to design 
and install window displays. 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method makes 
the study of any foreign language a sur- 
prisingly simple, easy and pleasant matter. 
Experienced native teachers. Day and 
Evening Classes and Individual Instruc- 
tion. Reasonable tuition. Call, write or 
phone for catalogue. 


TRIAL LESSON FREE 
NEW CLASSES 
in French, Spanish, Italian, German 
constantly forming 


Intermediate and Advanced 
Classes Always Open 


BERLITZ 


SCHOOL OF 


LANGUAGES 


30 West 34th St. Penn. 1188 
218 Livingston St., B’klyn. Triangle 1946 


Over 300 branches throughout 
the world. 


Send for complete list. 





























Miss Hoagland was for many years an 
officer of the National City Bank, Chicago, 
in charge of advertising, new business and 
the savings department, and has been man- 
ager of the savings department and_ in 
charge of window displays of the National 
Bank of the Republic since the merger of 
those two institutions about a year ago. 

She claims to be the first to use window 
displays in financial business houses in 
Chicago. She was a charter member of the 
Financial Advertisers’ Association, and 
served as a director for many years. In 
1921-22 she served as president of the 
Women’s Advertising Club of Chicago, and 
is a director of the Associated Advertising 
Clubs of the World. She has acted for 
several years as secretary-treasurer of the 
Savings Association of Loop Banks in 


Chicago. 


HAZLEWOOD NOMINATED 


According to the custom established at 
the Chicago convention of the A. B. A. 
seven vears ago, whereby the presidency 


- 


goes alternately to representatives of 


various divisions of the assceciation, the 
second vice-president to be elected this year 


will be a representative of the State Bank 
Division. Craig B. Hazlewood, vice-presi- 
dent Union Trust Company, Chicago, has 
been selected by the executive committee of 
that division as the logical candidate 

Mr. Hazlewood has contributed substan- 
tially to the constructive financial and com- 
mercial development of the country, lately 
leading in the movement for the establish- 
ment of clearing house associations through- 
out the country. He was one of the or- 
ganizers of the State Bank Division, and 
is an ex-president of it as well as of the 
Bankers Club of Chicago, and the Associa- 
tion of Reserve City Bankers. 


HAWES HEADS MANAGEMENT 
COMMITTEE 
Richard S. Hawes, vice-president First 
National Bank in St. Louis has been made 
chairman of the St. Louis Clearing House 





RICHARD S. HAWES 


Vice-president First National Bank in St. 
Louis, recently elected chairman cf 
the St. Louis Clearing House 
Committee of Management 


Committee of Management. Other members 
of the committee are: George E. Hoffman. 
president Merchants Laclede National Bank, 
H. H. Hopkins, president American Trust 
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Dan W. Jones, James A. Weaver, and J. Gates Williams, recently elected vice-presidents 
Mississippi Valley Trust Company, St. Louis, Mo. 


Company; A. C. F. Meuer, president 
Lafayette South Side Bank; and E. B. 
Pryor, president State National Bank. 

R. R. Tillay continues as secretary and 
manager of the clearing house. 


LONSDALE’S LATEST APPOINTMENT 


John G. Lonsdale, president National 
Bank of Commerce in St. Louis, has been 
appointed chairman of a committee of St. 
Iouis business men to look after the in- 
terests of that city in railroad consolida- 
tions. The committee was appointed follow- 
ing the announcement of the Frisco’s pur- 
chase of control of the Rock Island. The 
purpose of the appointment of the com- 
mittee is to assure St. Louis a position on 
a reasonable parity with Chicago, in the 
consolidations. 


NEW OFFICERS FOR MISSISSIPPI 
VALLEY TRUST 


James A. Weaver. Dan W. Jones, and J. 
Gates Williams have been elected vice- 
presidents of the Mississippi Valley Trust 
Company, St. Louis, Mo., and Edgar L. 
Roy has been elected assistant bond officer. 
Each of the new vice-presidents was form- 


erly in assistant secretary. 

Mr. Weaver has worked his way from 
the lottom of the ladder, the Mississippi 
Valley Trust Company being practically 


his v workshop. Before he was twenty 


he came to St. Louis from Hannibal, Mo., 
to attend business college. He entered the 
trust company as a junior clerk, his duties 
consisting of balancing pass books and 
assisting the bookkeepers. He gradually 
advanced to positions of more responsibility, 
finally becoming chief clerk. In 1918, he 
was made an assistant secretary in charge 
of the banking department. 

Mr. Jones is a son of Breckinridge Jones, 
chairman of the board, and has been with 
the bank since his graduation from Center 
College in 1914. During the war he served 
as an ensign in the navy. Upon returning 
to the bank, he worked in various depart- 
ments unti! his election as assistant secre- 
tary in 1920. 

J. Gates Williams is a son of the late 
Eugene F. Williams, one of the founders 
of the Hamilton Brown Shoe Company and 
a director of the Mississippi Valley Trust 
Company. He is named for John W. Gates, 
the steel magnate, who was his father’s most 
intimate business associate. Mr. Williams 
was graduated from Princeton University 
in 1918, and subsequently was graduated 
from the Harvard Law School. He also 
served as an ensign in the navy during the 
war. He entered the Mississippi Valley 
Trust Company in 1922, and served in vari- 
ous departments until his election as assist- 
ant secretary, in the new business depart- 
ment, in 1925. 

Mr. Roy, the new assistant bond officer, 
is a graduate of the St. Louis University 























From the Drawing 


PEOPLES NATIONAL BANK AND TRUST COMPANY, 
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School of Commerce and Finance. In 1919, 
he entered the bank as a bond salesman, 
and was later made sales manager. He will 
continue in charge of the sales division of 
the bond department. 


A. B. A. MEMBERSHIP PROTECTS 
AGAINST BANDITS 


James E. Baum, deputy manager in 
charge of the protective activities of the 
A. B. A., reported at the recent meeting of 
the Administrative Council in St. Louis, 
that while crimes of violence against busi- 
ness in general has been increasing, the 
number of attacks against members of the 
association has been decreasing. ‘This is 
clearly shown in the following table: 
Non-members 


(complete) (incomplete) 
Year Crimes Losses Crimes Losses 
1921 263 $ 895,377 93 $ 329,120 
1922 234 531,338 172 623,632 
1923 181 444,385 98 191,948 
1924 225 960,332 115 378,652 
1925 201 1,005,707 122 915,463 


$3,837,139 


Members 


Totals 1104 600 $2,438,815 


“The significance of these figures,” said 
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Mr. Baum, “is that whereas there are three 
times as many member as _ non-member 
banks, the number of attacks on the mem- 
bers was less than twice on non-members, 
considering the totals for the five year 
period. Also, while non-member banks are 
about 32 per cent. of member banks, their 
total losses are over 63 per cent. of those 
suffered by member banks. Over the five 
year period, the general trend in the num- 
ber of attacks on members has been down- 
ward, while for non-members the trend 
has been upward.” 

H.wever, in spite of this favorable trend 
where member banks are concerned, the in- 
creasing menace to the lives and property 
of bank customers, led Mr. Baum to pro- 
pose, as a remedial measure a law provid- 
ing punishment “by imprisonment of not 
less than twenty-five years nor more than 
forty years,” for all crimes of “burglary 
with explosives, electricity, gas and other 
means.” Drastic regulation of the manu- 
facture and distribution of fire-arms by 
Federal and State governments was also 
recommended. 





No, this is not an automobile show - it is the lobby of the Union Trust Company, Cleveland, during the 
week that the Cleveland Automobile Show was being held at the public auditorium. Automobile 
dealers who were customers of the bank were invited to display new models in the bank 
lobby. The picture shows the exhibit before the bank opened in the morning 

















SEND FOR ESTIMATE BLANK 


If you want to buy your Christmas Club supplies at 
the lowest possible prices send for an Estimate Blank 
so we can bid on your requirements. 


We can save you money 


OUTCAULT ADVERTISING COMPANY 
221 EAST 20th STREET, CHICAGO, ILL. 














A. B. A. EDUCATIONAL FOUNDATION 
TRUSTEES 


John H. Puelicher, president of the Mar- 
shall and Isley Bank, Milwaukee, Wis., has 
been appointed chairman of the board of 
trustees of the A. B. A. Educational Foun- 
dation for which $500,000 was pledged at 
the annual convention at Atlantic City last 
year. The other members of the board are: 
Col. Leonard P. Ayres, vice-president Cleve- 
land Trust Company, Cleveland, O.; Dr. 
Stephen I. Miller, educational director of 
the A. I. B., New York; Lewis E. Pierson, 
chairman of the board Irving Bank-Colum- 
bia Trust Company, New York; George E. 
Roberts, vice-president National City Bank, 
New York; Francis H. Sisson, vice-presi- 
dent Guaranty Trust Company, New York; 
and Evans Woollen, president Fletcher Sav- 
ings and Trust Company, Indianapolis, Ind. 
W. Espey Albig, deputy manager A. B. A., 
will act as secretary 

Mr. Puelicher has been active in the edu- 
cational work of bankers for many years. 
He was one of the original founders of 
the A. I. B., was at one time chairman of 
the Milwaukee School Board, and is a 
trustee of Marquette University Medical 
School and Milwaukee-Downer College. 


A BANK ON WHEELS 


The Rising Sun State Bank, Rising Sun, 
Ind., has struck upon an effective way of 
getting business from the farmers in its 
territory. Its representative, who is em- 
ployed primarily as a farm club leader and 
as assistant county agent, is authorized to 
accept deposits for the bank, gather credit 
information for its use, and negotiate small 
loans. Thus, he is, in effect, a “bank on 
wheels.” The bank has been using this 
plan for about two years, and President 
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Lucian Harris says that it is “valuable to 
the bank in many ways. It gets deposits 
and affords the loan department valuable 
information.” 

& 


Western and Pacific 
States 


Comprising North Dakota, South Dakota, 
Nebraska, Kansas, Montana, Wyoming, 
Colorado, New Mexico, Oklahoma, Wash- 
ington, Oregon, California, Idaho, Utah, 
Nevada, Arizona, and Alaska. 


STATE, CONVENTIONS 
California—at Del Monte, May 26-29. 
Washington—at Walla Walla, June 8-10. 
Utah—at Richfield, June 11-12. 

South Dakota—at Watertown, June 15-16. 

Colorado—at Glenwood Springs, June 
25-26. 

Montana—at Butte, July 15-17. 

New Mexico—at Roswell, October 22-23. 


A. B. A. CONVENTION 
At Los Angeles, October 4-6. 


STEVENS HEADS OGDEN 
CLEARING HOUSE 


Frank J. Stevens, president of the Com- 
mercial Security Bank, Ogden, Utah, has 
been elected president of the Ogden Clear- 
ing House Association for the ensuing year. 
M. S. Eccles, president First Utah Na- 
tional Bank, was elected vice-president; and 
Harmon B. Barton, cashier National Bank 
of Commerce, secretary-treasurer. The ex- 
ecutive committee of the association will 
consist of Mr. Stevens, A. P. Bigelow, presi- 
dent Ogden State Bank, and Mr. Eccles. 
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NEWTON SUCCEEDS PERRIN 


I. B. Newton, for many years a director 
of the Farmers and Merchants National 
Bank, Los Angeles, Calif., has been ap- 
pointed chairman of the board of the Fed- 
eral Reserve Bank of San Francisco, to 
succeed John Perrin, who has resigned after 
ten years of service. 

Mr. Newton was graduated from Yale 
University in 1884 and came to Los Angeles, 
appearing in banking circles about 1919, 
with the California Bank. He was later con- 
nected with the American National Bank, 
and the Farmers and Merchants National, 
where he has been chairman of the loan 
committee for the last ten years. He has 
been a director of the Federal Reserve 
branch in Los Angeles for six years, and 
has been chairman. He is also an active 
vice-president of Harper & Reynolds Co., 
local jobbers. 


LOS ANGELES BANK STOCKS 


Arthur L. Brewer, manager of the service 
department of Banks, Huntley & Co., in- 
vestment bankers, Los Angeles, Calif., has 
made an analysis of fifteen Los Angeles 
bank stocks during the year 1925. All of 
them advanced during the year, the stock 
of the Bank of Italy nearly doubling in 
price, moving up $200 a share. The Bank 
of America, 97 per cent. of the stock of 
which is owned by the Americommercial 
Corporation, gained $65. Hellman Com- 
mercial Trust and Savings Bank rose $62 
per share; Citizens National, $59; Farmers 
and Merchants National, $50; and Union 
Bank and Trust Company, $33. First Na- 
tional-Pacific Southwest beneficial certifi- 
cates rose $22, and Security Trust and Sav- 
ings Bank shares advanced $70. The aver- 
age advance per share of the fifteen stocks 
analyzed was about $41 per share. ‘This 
upward trend, though it has been inter- 
rupted, has been going on fairly steadily 
since 1919. Mr. Brewer estimates that the 
average earnings of these banks in 1925 
were $19.20 per share, or about 7 per 
cent. on the present average market price. 

The total capital of these fifteen banks 
is now $60,650,000, and their total deposits, 
which stand $977,534,025, gained about 8 
per cent. in 1925. The ratio of total deposits 
to total capital, surplus, and undivided 
profits stands at 1101 per cent. against 991 
per cent. a year ago. 
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FEDERAL RESERVE 
BANK, 
San Francisco, Calif. 


G. W. KELHAM, 
Architect 






Nothing else gives so 
Effective Protection 


jg preteen in the history of banking has there been 
devised such an effective practical method of 
bank vault protection as that of the Rivet-Grip System. 


Absence of watchmen, destruction of signal alarm 
systems in no wise leave your valuables unprotected 
when Rivet-Grip reinforced walls surround them. 


Even in the event of undisturbed attack with modem —_ Typical section of Rivet-Grip reinforcement. 
tools and high explosives, Rivet-Grip walls afford This type in an 18-in. wall without lining 
resistance so prolonged and effective as to dishearten takes No. 10 Insurance Rating. 

and discourage even the most seasoned and experi- 


enced yegg or burglar in attempting to penetrate fur- a a a a nee” | 
ther. The Federal Reserve tests at Sandy Hook ern bank vault construction for 
have proved the effectiveness of Rivet-Grip balanced interesting, valuable information to 

bankers about to build or rebuild. 


protection. 


The Rivet-Grip Steel Gompany 


Representatives in all principal cities 


2741 Prospect Avenue, Cleveland, Ohio 
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Dominion of Canada 
ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 

USINESS improvement continues in 

the new year, and 1926 should go down 
as marking a return of moderate prosperity, 
at least in a comparative sense. However, 
the improvement is not general in its effect 
on various lines. In some fields there have 
heen changes in methods, particularly in 
merchandising, which are having far reach- 
ing effects. Manufacturers do not seem to 
be sharing in the business revival to the 
extent which might be expected in view of 
the larger volume of goods going into the 
hands of consumers. whose buying power, 
particularly that of the agricultural classes, 
has been improved in a marked way as the 
result of last year’s profitable crop. Smug- 
gling, lack of insufficient protection by 
tariff, lack of the advantages of mass pro- 
duction, and heavy taxes are mentioned as 
some of the factors handicapping Canadian 
manufacturers. 

As indicated by the government returns 
of the banks, there is a surplus of money 
available for business expansion as condi- 
tions warrant. Altogether there are evi- 
dences of better times, but there is need 
for caution and judgment in making plans 
for expansion. 

There are no indications as yet of any 
drying up of the unusually free supply of 
money available for commercial expansion, 
construction or other forms of business ac- 
tivity. The government returns of the 
chartered banks show that current loans 
are more than $50,000,000 less than a year 
ago, while savings deposits are nearly $70,- 
000,000 greater and demand deposits higher 
by $120,000,000. It is pointed out, however, 
by the heads of the financial institutions, 
that this does not indicate a contraction 
in current business so much as the thawing 
out of frozen credits. Business financial 
requirements have been curtailed, too, by 
the more rapid turnover of goods and com- 
modities; factors which have been respon- 
sible for this are increased efficiency in 
railroad transportation, more prompt de- 
liveries by the aid of motor trucks, and the 
tendency of the retail trade to maintain 
low stocks and refrain from speculation. 
Last year’s big crop was handled in a very 
efficient way and calls on the bank evi- 
dently totalled no more than $25,000,000 at 
any time during the whole operation. Rela- 
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Fifty-Nine Years of Business Prestige 
Behind the Name 


? 
HARE & CHASE, Inc. 


Automobile Finance 


ASSETS $30,000,000 
? 


Complete Local Service 
in Sixty-Six Cities 


NATIONAL HEADQUARTERS 


300 WALNUT STREET 
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tively small investments in stocks of finished 
goods are the result of experiences follow- 
ing the collapse of post-war prices, rapid 
change in styles and designs and the nec- 
essity for meeting public tastes and the 
more general adoption of the chain and 
syndicate ideas in the buying and selling 
of goods. 

The increase of funds in the hands of 
the banks was referred to at the annual 
meeting of the Dominion Bank by the 
president, A. W. Austin, who drew atten- 
tion to the amount of liquidation of loans 
which had resulted from the increased rev- 
enue from last year’s crops and farm prod- 
ucts in general. As the result of the liqui- 
dation of accumulated indebtedness in the 
agricultural community the prospects are 
regarded as more encouraging than for 
years. It is the experience of the banks 
that merchants and manufacturers, through 
generally increasing turnover and reduc- 
tions in overhead, are, in many cases, put- 
ting a stop to the losses so characteristic 
of annual balance sheets during recent 





478 





Light and 
Power Utilities 





Specializing in organ- 
izing and extending 
plants, including the 


planning of new lay- 
out and equipment. 
All work done prompt- 








ly and well. 


Harold A. Danne 


Engineer 
41 PARK ROW, NEW YORK 
Tel. Cortland 2142 








years. Profits, though often small, are 
more generally in evidence. The reduction 
in current loans was specifically referred 
to at the annual meeting of the Bank of 
Nova Scotia, by J. McLeod, general man- 
ager, who stated that the change was largely 
in the West where grain borrowers are 
not using their customary lines of credit 
for crop moving purposes. He pvinted out 
that the bulk of the wheat crop is now 
being handled by the wheat pool and, as it 
is the policy to hold back from the farmer 
a percentage of the value of his wheat de- 
livered, a substantial amount of capital is 
thus made available, rendering the pool less 
dependent on the banks for funds to fa- 
cilitate operations. 

The loan, trust and insurance companies 
which place many millions of their assets 
in mortgages on farms and improved city 
property report a large surplus of funds 
available. This situation was referred to 
at the annual meeting of the National Trust 
Company by the general manager, W. E. 
Rundle, in connection with the proposal 
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to have the federal Government adopt a 
wider program of farm credits. The loan- 
ing companies submit that the whole agri- 
cultural situation has changed with better 
prices; that they have plenty of money 
to supply all legitimate demands for credit; 
and that, with their organizations which 
have been established for many years, they 
are in a position to take care of the situa- 
tion much more economically than could 
the Government in establishing a new sys- 
tem. This does not take into consideration 
the danger of losses on government loans, 
either through accepting unsound credit 
for political reasons, or difficulty in making 
collections from people who look on a gov- 
ernment loan as a gift rather than a debt. 
Further, the loaning institutions submit 
that if legislative action is taken to restore 
the status of the first mortgage they can 
make loans from the funds they now have 
in hand at as favorable rates as the Govern- 
ment would have to charge to protect it- 
self from immediate loss on any business 
handled. There are at present as many 
as fourteen prior claims ahead of the so- 
called first mortgage for which the mort- 
gagee must assume responsibility. 

In the present situation both the banks 
and loaning companies are placing large 
portions of their funds in government and 
municipal bonds which return relatively 
small profits. These institutions were never 
established to make such loans and they 
are, therefore, in a position to offer every 
encouragement to industrial, commercial or 
real estate development which will provide 
a legitimate field for business loans It 
is realized that there are certain evident 
handicaps which are retarding progress in 
the direction of prosperity. Taxation is 
very heavy both on individuals and on busi- 
ness. This not only reduces the buying 
power of individuals but increases the cost 
of manufacturing and distributing goods. 
Business is urging on the Government the 
necessity for reducing taxation to a level 
comparable with that in the United States. 

The political situation is very unsettled 
with the Government endeavoring to carry 
on without a clear majority, thus being 
forced to compromise with certain groups 
of more or less radical tendencies in the 
formulating of its policies. This has cre- 
ated an unstable situation in regard to the 
national taxation and financial program, 
which is disquieting for trade and industry 
at a time when perhaps more than ever be- 
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fore it is desirable that business concerns 
should be in a position to budget their pro- 
grams in regard to costs and selling prices. 

One of the best indications of improve- 
ment in the industrial situation has been 
the resumption of buying by the Canadian 
railway systems. This sign that the rail- 
ways are in a more healthy position and 
that the steel industry is on a sound basis 
augurs well for various industries allied 
to steel. There are certain indications that 
a period of expansion has been entered 
upon by that industry. This may embrace 
the development of Canadian iron ore de- 
posits in the Lake Superior area which, 
owing to their low grade, have been ne- 
glected in the past. New processes are 
being introduced which promise to make 
it feasible to refine these low grade ores 
as a sound commercial proposition. In 
this connection, however, the: abilicv of 
European steel producers to get their costs 
down may prove an important factor. 

As in the United States, instalment buy- 
ing of merchandise by the consumer is be- 
coming increasingly popular. However 
this business has been financed very largely 
through the chartered banks and it is felt 
that it has been kept on a comparatively 
sound basis. The part payment plan has 
its favorable side in the encouragement of 
thrift and its danger seems to lie in putting 
a new instrument of credit in the hands of 
a great mass of people who may not ap- 
preciate the dangers of using it recklessly. 


HELD TO DOUBLE LIABILITY 


Shareholders of the Home Bank of 
Canada which collapsed August 17, 1923, 
with liabilities approximating $10,000,000, 
must pay the double liability on their shares, 
if fully paid-up, and also contribute the 
balance unpaid, as well as double liability, 
if not fully paid-up, according to the judg- 
ment of Charles Garrow, K.C., Master of the 
Supreme Court of Ontario, acting as official 
referee under the Winding-Up Act. This 
decision, which is given after a hearing of 
the case extending over a period of two 
Vears, affects about 1700 shareholders of 
the hank in various parts of Canada and 
elsewhere. The only exceptions to the mas- 
ter’s ruling as to double liability are cer- 
tain stock subscribers who had paid 10 
per cent. of the stock price but were allotted 
no stock and drew no dividends. 

The capital stock of the defunct bank 
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was $2,000,000, of which $1,960,000 was re- 
ported as paid-up. The decision will be 
appealed to a higher tribunal. 


LA BANQUE PROVINCIALE 


The annual report of La Banque Pro- 
vinciale du Canada, Montreal, Quebec, for 
the year ending November 30, 1925, shows 
an increase in deposits of 10 per cent. over 
last year. There was also a slight increase 
in net profits which stood at $407,000 as 
compared with $403,330 at the close of 
the last fiscal year. The total assets also 
were increased by some $5,000,000 and stood 
at over $45,000,000. 

Liquid assets have been well maintained 
and amount to 55 per cent. of the total 
liabilities and to 72 per cent. of the total 
deposits. 


DOMINION BANK 


Moderately increased net profits are 
shown by the Dominion Bank, Toronto, 
Ontario, in its annual report. A most satis- 
factory feature of the annual exhibit was 
an increase of close to $5,000,000 in total 
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deposits, nearly all of which is accounted 
for by the gain in interest-bearing accounts. 
Further improvement in the liquid position 
of the bank is shown. The bank’s holdings 
of Dominion, provincial, municipal and other 
securities increased by approximately $3,- 
500,000 to $25,284,126. Total assets are 
shown at $127,933,136, as against $122,- 
539,333 at the end of the preceding year. 

Profits for the year, after deducting 
charges of management and making pro- 
vision for bad and doubtful debts, stood 
at $1,156,840, an increase of approximately 
$13,000 over the preceding year. 


BANK DEBITS IN 1925 


Canadian bank debits in 1925 were $28,- 
121,061,000 as compared with $27,436,000,000 
in the preceding year, representing an in- 
crease of 2 per cent. With the exception of the 
Maritime Provinces, each of the economic 
areas showed expansion in debits during 
1925. British Columbia attained the great- 
est proportional advance of nearly 7 per 
cent., the total in 1925 being $1,842,000,000 
as compared with $1,725,000,000 In 1924. 
The increase in Quebec Province was more 
than 4 per cent., the absolute increase of 
$342,000,000 resulting in a total of $8,475,- 
000,000 in 1925. The debits of Ontario 
were $11,236,000,000 in 1925, or slightly in 
excess of the preceding year. The advance 
in the Prairie Provinces was more than 1 
per cent., the total in 1925 being $5,995,- 
000,000. The debits of the Maritime Provin- 
ces were $572,000,000, representing a decline 
of 2 per cent. from the preceding year. 








BANK OF NOVA SCOTIA 
Although the total of current loans of 
the Bank of Nova Scotia, Halifax, Nova 
Scotia, at the end of 1925 were $6,500,000 
less than shown in the previous annual re- 
port, the bank was able to show a nice 
increase in profits, which totalled $2,137,- 
920, compared with $2,110,028 in 1924 and 
$2,104,532 in 1923. After distributing 16 
per cent. in dividends to the shareholders 
and making allowances for taxes and pen- 
sions, the substantial sum of $112,920 was 
added to the balance, this being an 
additional surplus to the $19,500,000 reserve, 
against the $10,000,000 paid up capital. 
The bank’s total assets of $244,455,833 
showed an increase of nearly $10,000,000. 





MONTREAL CITY AND DISTRICT 
SAVINGS 


The annual report of the Montreal City 
and District Savings Bank, Montreal, 
Quebec, shows an increase of $1,438,596 in 
deposits and an increase also in the profits. 
























C. J. STEPHENSON 


Who, at the age of 41, has become senior New 
York agent of the Canadian Bank of Commerce, 
Toronto, Ontario. He entered the bank in 1910, at 
its branch in his home town, Parkhill, Ont., and 
until 1910, when he came to the New York office as 
accountant, served in various branches throughout 
Canada. Since 1910 he has served in the London 
and New York offices in different capacities. 
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After the pa, ment of the usual dividends 
there remained a balance of $76,745 as 
compared with $72,247 in the preceding year. 
With this addition to its profit and loss 
account, the bank was able to transfer the 
sum of $200,000 to its reserve fund which 
brings the total under this head in the 
balance sheet up to. $1,800,000. The total 
funds on deposit on December 31, 1925, 
the close of the fiscal year, amounted to 
$53,695,127. 


BANK OF MONTREAL IN MEXICO 


The Bank of Montreal, Montreal, Quebec, 
is opening a new branch at Tampico, Mexico, 
thus completing a chain of branches em- 
bracing all the important centers in the 
Republic of Mexico. 

The first branch of the bank in Mexico 
was opened at Mexico City in 1906. The 
business has steadily grown until it today 
occupies an outstanding position in the re- 
public. Branches have been established at 
Pueblo, which is on the Sierra foothills, 
and has a population of 100,000; at Vera 
Cruz, one of the chief ports on the Gulf 
of Mexico; at Guadalajara, some 300 miles 
northwest of Mexico City, with a popula- 
tion of 140,000; and at Monterey, in north 
Mexico, with a population of 85,000. 


RULING IN N. S. F. CHECKS 


An important ruling which promises to 
be effective in checking the growing N. S. 
F. check nuisance, has been passed by the 
Toronto Clearing House Association. It is 
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that: “Any check once cleared and re- 
turned for the reason not sufficient funds 
must first be certified before it can be 
again cleared to the bank upon which it 
is drawn.” This means that instead of the 
maker of the check excusing himself on the 
ground of thoughtlessness or forgetfulness, 
and suggesting that the check be put 
through again, the holder of the doubtful 
document will be able to say that he cannot 
do this because of the clearing house ruling 
and that the debtor must have the check 
certified at his bank before it can be put 
through again. 


THE BANK OF VANCOUVER 


Considerable progress has been made in 
the liquidation of the defunct Bank of 
Vancouver, Vancouver, British Columbia. 
Through collection of outstanding debts, 
funds are being accumulated and the note 
issue of approximately $400,000 has been 
paid in full.. A start also has been made 
towards payment of the provincial govern- 
ment deposit of $102,800, in the bank at 
the time of the failure on December 14, 
1914. 

The bank liquidator has been able to 
collect debts owing through litigation in 
Yokohama, Hong Kong, San Francisco, 
Chicago and many eastern Canadian points. 
In addition, negotiations are under way for 
the sale of a large block of realty south 
of Vancouver. There are roughly $252,000 
in deposits still to be cared for. Dividends 
are unlikely for another two years. 








O man who has not made a study of 
the essential principles of investment is 


competent to invest even his own funds. 
—Clay Herrick. 




















New York Federal Reserve 
Bank 


The World’s Largest and Strongest Vault Entrances 


The York Safe and Lock Company built and 
instalied in the New York Federal Reserve 
Bank six (6) YORK Revoluble Vault 
Entrances, each 10 feet in thickness, the 
climax of mechanical genius and ingenuity. 


In addition to the New York Federal Reserve 
Bank YORK has built at its factory in York, 
Pennsylvania, vaults for Federal Reserve 
Banks in the following cities : 


Cleveland Boston Buffalo 

Philadelphia Pittsburgh Detroit 

Chicago Louisville Jacksonville 
Minneapolis Little Rock 


YORK vaults are used by the U. S. Govern- 
ment, Clearing House Associations, and many 
of the leading Banks throughout the country. 


Correspondence with nearest branch is wel- 
comed by our Engineering department with 
banks contemplating new or enlarged vaults. 


Principal Builders of High Grade Vaults 


YORK SAFE and LOCK Co. 
55 Maiden Lane New York 


Branches 
New Haven Boston Philadelphia Baltimore 
Cleveland Chicago San Francisco 
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Some Recent Bank Building Operations 
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he architects’ drawing for the building to be erected this spring by the Peoples 
National Bank, Latrobe, Pa., of which Charles H. McLaughlin is president, and 
Ernest Overholt, cashier. Morgan, French & Co., Inc., New York, are the architects 
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In the new building of the Bridgewater Savings Bank, Bridgewater, Mass., distine- 
tion and beauty of design have been achieved in a relatively inexpensive building, 
through simplicity of architectural motive. The architects were J. Williams Beal 
Sons Boston, Mass. 


A close view of one of the Crittall steel casement windows in the Federal Reserve 
Bank of San Francisco 
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The architects’ drawing of the building designed by Hopkins § Dentz, architects, 
New York, for the Washington Trust Company, Washington, Pa. It is an interest- 
ing and refreshing departure from the usual style of bank buildings 
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The main entrance to the recently completed Wayne National Bank, Goldsboro, 
N. C., as seen from the public space. The building was designed by Alfred C. 
Bossom, bank architect, New York 





The new building of the 
Berkshire Loan and Trust 
Company, Pittsfield, Mass., 
planned and constructed 
under the supervision of 
Holmes & Winslow, bank 
architects, New York. It 
is built of white marble, 
with tall fluted Corinthian 
pilasters, doubled at _ the 
corners of the building to 
give added strength and 
dignity to the design. Other- 
wise the building is devoid 
of ornament. The drawing 
below shows how the build- 
ing was designed to ac- 
commodate the particular 
type of business of the bank, 
with large floor space in 
the center, and the officers 
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easily available. The bank occupies the offices on the second floor as well as the main 
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The Bluefield National Bank, Bluefield, W. Va., believes that most banks have too 
much floor space. Accordingly, its new quarters are but 17 feet wide at the 
widest point. The photograph reproduced above shows what the public space looks 
like, and the drawing shows the layout of the bank. By this arrangement, it was 
possible to place a brick partition between the banking room and the work room, 
to eliminate the noise of adding machines, typewriters, etc. The bank reports that 
the new arrangement has saved $100 a month in rent, allows plenty of work space 
behind the counters, an 8 foot wide lobby, and an ideal bookkeeping department and 
directors’ room. 











BOOK REVIEWS 


AND NEW BOOKS 








Tue Brancu 
Charles W. 
$1.75. 


BANKING QUESTION. 
Collins. N. Y.: 


By 
Macmillan. 


Tue controversy regarding branch banking 
which has been attracting so much attention 
in banking circles in the last few years “has 
been precipitated by an attempt on the part 
of the national banks to secure legislation 
from Congress to enable them, in those 
localities where state laws permit state in- 
stitutions to engage in branch banking, to 
compete on terms of equality with such in- 
stitutions, so far as the home city branches 
are concerned, and to be protected from 
state-wide branch banking by state bank 
members of the Federal Reserve System.” 
This is rather strange, in view of the fact 
that “branch banking may be said to have 
made as yet relatively little headway in 
the United States.” Its importance at the 
present time, then, is due not so much to its 
present development, as to its potentiali- 
ties. 

The National Bank Act does not permit 
the national banks to establish branches, 
although various Comptrollers of the Cur- 
rency have allowed national banks to open 
“additional offices’ or “tellers’ windows,” 
and national banks can acquire branches 
through consolidation with state institu- 
tions having branches. Seventeen states 
prohibit branch banking in any form. In 
eleven states, branch banking is not express- 
ly prohibited, but is not allowed to exist 
by state officials, on the ground that the 
laws include no implied or incidental powers 
permitting the establishment of branches. 
Only twenty states, therefore, out of the 
forty-eight permit branch banking, and of 
these, only eight permit the establishment 
of branches outside the home city. 

The national banks have made various ef- 
forts to establish branches, the leading at- 
tempt being that of the First National Bank 
in St. Louis, but without result, and the 
ruling still holds that a national bank is 
without authority to establish a branch bank 
for the conduct of a general banking busi- 
nes 

‘his situation has naturally alarmed the 
national banks and the officials of the Fed- 
ers! Reserve System, because its result is 
a dy weakening of the national banking 
sytem, and a potential weakening of the 


Federal Reserve System. Failing to remedy 
the situation through administrative regu- 
lations, remedy has been sought in legisla- 
tion changing the provisions of the National 
Rank Act—the McFadden Bill relating to 
branch banking. This was introduced into 
Congress on February 11, 1924, and has been 
debated and changed and amended pretty 
constantly ever since. Briefly, it restricts 
branch banking to city branches in states 
which now have branch banking, and does 
not permit any branch banking whatever in 
states which do not now have branch bank- 
ing. It has recently passed the House of 
Representatives, and is now before the 
Senate. 

Since it is a familiar principle of democ- 
racy that proper legislation rests upon full 
information, Mr. Collins’ attempt to bring 
together all the pertinent information con- 
cerning branch banking must be welcomed. 
He has not taken sides, but has presented 
the arguments for and against branch 
banking in general; the historical facts as 
to its growth in the United States, the sta- 
tistics of the present extent of branch bank- 
ing; the history of the administrative regu- 
lations of the Comptroller of the Currency 
and the Federal Reserve Board on branch 
banks; and the history of the McFadden 
Bill, leaving it to the reader to decide for 
himself whether branch banking should be 
extended or prohibited. 

It is to be regretted that a discussion of 
the experience of branch banking in foreign 
countries could not have been included, with 
some comparison or contrast of the situa- 
tion in such countries with the condition in 
the United States, so as to form the basis 
of an opinion on the probable effect of the 
further extension of branch banking. But 
as an exposition of the situation in the 
United States on branch banking today, the 
book is as complete as could be desired. 


Trust DeparTMENTS IN BANKS AND TRUST 
Companies. By Clay Herrick. N. Y.: 
McGraw-Hill. $4. 

Wuue numerous books have been published 

on both banking theory and practice, and 

(Continued on page 492) 
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Practical Books on Banking 














The Paying Teller’s Department 


By Glenn G. Munn, lecturer, American Institute 
of Banking. 144 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


The purpose of this volume is to present in 
@ practical manner the functions of the paying 
teller and related departments in every phase 
—whether they occur in a city or country bank, 
or in the East or West. It is intended as a 
reference book to which the officers, paying 
tellers and other clerks may turn for guidance 
in answering questions which constantly arise 
with regard to cashing checks, certifications, 
reserve requirements, supply and disposition of 
money, tests for counterfeit money and raised 
bills, shipping currency, etc. 


The Bank Credit Investigator 


By Russell F. Prudden. 200 pages. Cloth. 


Price, $1.50. 


This book was written primarily as a text- 
book for the beginner—the young man who is 
just starting in at bank credit investigation 
work. It is designed to give him an under- 
standing of the importance of this branch of 
bank work, an appreciation of the necessity for 
tact and diplomacy, and by concrete example, 
to explain the various steps in the scientific 
investigation of a credit risk. Credit managers 
will find this book of the greatest usefulness 
in training the members of their staff and in 
helping them to avoid the errors that come 
from inexperience. Young bankers that expect 
to get into credit work should read this book 
in order to grasp the fundamentals of the work 
It should be in every bank library. 


Bank Credit Methods and Practice 


By Thomas J. Kavanaugh, vice-president, Mis- 
sissippi Valley Trust Co., St. Louis, and 
lecturer at St. Louis University. Second 
edition, 241 pages. Illustrated with forms. 
5% by 8. Cloth, $2.50. 


This book contains an accurate description 
of the operation of a credit department in a 
modern bank, showing how credits are passed 
upon by the bank executive and how essential 
information is kept on file. It is useful not 
only to the banker but also to the business 
executive who is interested in learning the 
banker’s attitude on what is and what is not 
a good credit risk. 


The Cause and Prevention of Bank 
Defalcations 


By Martin K. Fowler, New Jersey State Bank 
Examiner. 150 pages. 4% by 6%. Bound in 
boards. Price, $1.50. 


This book was written primarily as a means 
of pointing out to bank directors and officers 
their responsibility for the prevention of crim- 
inal defalcations. After many years of experi- 
ence Mr. Fowler has reached the conclusion that 
most defalcations can be prevented by more 
diligence on the part of directors in removing 
both the desire and the opportunity for crime. 
In this book the author sets forth the causes 
and suggests methods for the prevention of 
bank defalcations. 
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The Bank Agricultural Department 


By R. A. Ward, general manager, Pacific Co- 
operative Woolgrowers; formerly vice-presi- 
dent, First National Bank of Bend, Ore., and 
member of the agricultural committee, Ore- 
gon Bankers Association. 4% by 6%. Bound 
in boards. Price, $1.25. 


This book shows the bank serving an agricul- 
tural district how to organize a special depart- 
ment to serve the farming interests of the 
community. It tells why a service of this kind 
is profitable for the bank and how it can be 
of help to the bank’s customers. 


Elements of Foreign Exchange 


By Franklin Escher, special lecturer on Foreign 
Exchange at New York University. Ninth 
edition. 160 pages, 5% by 8. Cloth, $1.60. 


This book is elementary and is designed for 
the reader who wants to get a clear idea of 
how foreign exchange works without going too 
deeply into technicalities. It gives a clear un- 
derstanding of the causes which affect the 
movement of foreign exchange, its influence on 
the money and security market, etc. 


The New Business Department 


By T. D. MacGregor, vice-president, Edwin Bird 
Wilson, Inc. 104 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


This book describes the actual operation and 
organization of the “new business department” 
of a modern bank and shows how any bank can 
organize such a department and make it a 
profitable producer of new business and ac- 
counts. 


The Women’s Department 


By Anne Seward, Empire Trust Company, New 
York—one of the ablest and best known 
women bankers in the country. 120 pages. 
4% by 6%. Bound in boards. Price, $1.25. 


This book contains, in addition to interesting 
and helpful personal experience of the author, 
a fund of hardheaded and valuable information 
on the problems incident to the profitable opera- 
tion of the women’s department in a suburban, 
small town or metropolitan bank. An invalu- 
able book for banks operating women’s depart- 
ments or contemplating the organization of 
such departments. No bank official or bank 
woman can afford not to be informed on this 
phase of American banking. 


Commercial Paper 


By W. H. Kniffin, Jr., vice-president Bank of 
Rockville Centre, N. Y. 174 pages, illus 
trated. 6 by 9. Cloth, $2.50. 


This book fills a long-felt want for a book 
that will enable the banker and the credit 
man to properly analyze credit statements and 
thus be able to pass properly on the credit risk 
Involved. Also shows how to buy commercial 
paper. A number of actual financial statements 
covering various lines are given and carefully 
analyzed to show strong and weak points. The 
subject of acceptances is also given careful 
consideration. 
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Encyclopedia of Banking and 
Finance 


By Glenn G. Munn, author, “The Paying Teller’s 
Department.” Lecturer, American Institute 
of Banking. 600 pages. 7% by 10%. Bound in 
cloth. Price, $10.00. 

This is the first encyclopedia of banking and 
finance to be published. It describes over 3000 
terms relating to money, credit, banking prac- 
tice and history, law, accounting and organiza- 
tion, foreign exchange, trusts, investments, 
speculation, markets and brokerage. Under one 
cover the author has compiled information 
taken from_ hundreds of different sources, 
alphabetically arranged so that the reader can 
turn to the subject in which he is interested 
with a minimum of time and effort. 

A feature of this work is the inclusion of the 
text of such important legislation as the Federal 
Reserve Act, the Federal Farm Loan Act, the 
Agricultural Credits Act, the Negotiable Instru- 
ments Law, the National Bankruptcy Act, the 
Bill of Lading Act and the Cotton Futures Act. 

Another valuable feature is the bibliography 
given at the end of each important topic, re- 
ferring the reader to the various sources from 
which more detailed information can be obtained 
about the subject in which he is interested. 

This book is useful for the bank executive as 
a handy work of reference, and to the student 
of banking as a means of acquiring a broad 
knowledge of banking subjects. Regular study 
of this book is recommended to those who 
would be well informed on banking. This book 
should be made available to employees in every 
bank in the country. 


Recollections of a Busy Life 


By the late James B. Forgan, formerly chair- 
man of the First National Bank, Chicago, 
De Luxe Autographed Editon, personally 
signed by the author. Only limited number 
still available. 335 pages. 5% by 8%. Genuine 
leather. Price, $6.00. 

This is the life story of one of America’s best 
loved bankers—told in a simple, unassuming and 
yet wholly captivating style. From the day that 
“Jamie” Forgan’s grandfather walked three 
quarters of the two miles along the Fife Sea- 
coast with his youthful grandson before the 
latter embarked for Canada, to the day when 
James B. Forgan, banker, was summoned to the 
White House by Theodore Roosevelt to give the 
President his views on a national system for the 


mutual guaranty of bank deposits which Mr. 
Forgan opposed as inimical to sound banking, is 
a period of over fifty years, not one of which 
the author considered too “busy” to enjoy to its 
fullest. 

The lighter details of the author's experi- 
ences as well as the more serious side in con- 
nection with his chosen profession make the 
book of interest to all bankers—young and old. 
The younger bankers will receive inspiration 
from the author’s account of the reasons for his 
success, and the older generation will enjoy Mr. 
Forgan’s recollections of former days. 


The Romance and Tragedy of 


By the late Thomas P. Kane, former Deputy 
Comptroller of the Currency. 550 pages, 9% 
by 6%. Bound in cloth, $5.00. 

This really remarkable book contains within 
its 550 pages the story of National Banking 
since the Civil War. It tells how the system 
was first put in operation and how it has been 
administered. Many interesting and significant 
incidents cennected with National Bank super- 
vision are here related for the first time. 

One of the most interesting features of the 
book is its graphic description of the events 
leading up to many of the most famous bank 
failures under the National Bank Act. The 
causes of bank failures are always of vital in- 
terest to bank executives, and these inside 
stories of famous disasters should prove particu- 
larly valuable. 

This volume is not dry and uninteresting. It 
is written in an easy, readable narrative style 
with particular emphasis on the human side of 
banking. The vivid personalities that have held 
the stage in the banking drama of the past 
half century are described, particular emphasis 
being placed on the Comptrollers of the Cur- 
rency, whose administrations are ali described 
in detail. 





HOW TO ORDER 

Any of the books described above will 
be sent on five days’ approval to any 
bank or banker in the United States. 

Non-bankers and banks located out- 
side the United States should accompany 
their orders with cash remittances 
which will be promptly refunded upon 
the return of any book found to be un- 
satisfactory. 

















USE THIS COUPON 


THE BANKERS PUBLISHING COMPANY, 


71 Murray Street, New York, N. Y. 


You may send me on 5 days’ approval the items checked below. At the end of 5 days 
I will either pay you the amounts indicated or return the books. 


{ ] Bank Agricultural Department. $1.25. 
[ ] Bank Credit Investigator. $1.50. 
{ |] Bank Credit Methods. $2.50. 
{ ] Commercial Paper. $2.50. 

{ | Paying Teller’s Department. $1.25. 

{ | Elements of Foreign Exchange. $1.60. 


Name 


] New Business Department. $1.25. 
] Women’s Department. $1.25. 
4 Encyclopedia. $10. 
Recollections. $6. 
] Romance and Tragedy. $5. 
] Bank Defalcations. $1.50. 
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some on trust companies, no book has, up to 
this time, dealt with the trust department 
alone. It may be that lack of sufficient 
information on this subject has been the 
reason for the slow growth of such depart- 
ments in national banks. Since the passage 
of the Federal Reserve Act in 1913, the way 
has been open for them to obtain authority 
to act as fiduciaries, and yet, up to June 
21, 1924, only 1800 of the approximately 
8000 national banks had availed themselves 
of this privilege. If lack of information 
is the cause, they need wait no longer, 
for all the information necessary for 
the organization of such a department seems 
to be contained in this book, from the pro- 
cedure in applying for fiduciary powers, to 
fees and charges. 

A short history of the “corporate trust” 
idea begins the book, followed by the func- 
tions of the trust department and the 
superiority of the corporate fiduciary. Pro- 
ceeding from theory to practical application, 
the personnel required is described. 
methods of trust accounting, and forms and 
records are described and illustrated. This 
section of the book is particularly valuable. 
One set of forms is not considered sufficient ; 
instead forms are given for a large trust 
department, a medium sized department, 
and for a small trust department. These 
added to the description of methods of 
audit and control comprise the things that 
a new trust department has most difficulty 
with. 

Having now got the trust department 
organized and equipped with a proper per- 
sonnel and forms, the next subject is the 
business to be transacted—the duties of the 
department as_ executor, administrator, 
guardian, under private agreement, as agent, 
transfer agent, trustee under bond issue, 
fiscal agent. All these are taken up in order 
and fully covered. 

Finally, there are chapters on community 
trusts, trust investments, and fees and 
charges. The appendix contains various 
forms of trust agreements, the New York 
Stock Exchange rules for delivery, the uni- 
form stock transfer law, list of community 
trusts and foundations, a schedule of fees, 
and a very complete bibliography. 

Mr. Herrick who is vice-president of the 
Guardian Trust Company, Cleveland, has 
written a good deal on trust subjects. This 
is shown in the logical arrangement of his 
hook, and the thorough way in which the 


field is covered. Everything is set forth in 
as clear a manner as possible, and little is 
overlooked. He says it has been his aim “to 
make this a practical and reliable book on 
the subject, useful to the general reader and 
the student beginner, and also of value as 
a handbook for trust officers and experienced 
workers in trust departments.” It is in this 
latter capacity that it will probably be most 
useful. It is an excellent book. 


+ 


REPARATION PAYMENTS AND Fu'rurE INTER- 
NATIONAL TravE. By Sir Josiah C. Stamp, 
Alberto Pirelli and Count A. de Chalen- 


dar. Paris: International Chamber of 


Commerce. 


Tus is a report prepared by a special com- 
mittee of the International Chamber of 
Commerce to consider the reparations prob- 
lem. The problem, says the report, is not 
by any means settled by deciding what or 
how Germany must pay. There still re- 
mains the difficulty of getting out of 
Germany the amount paid, without disor- 
ganizing exchange, and without bad effects 
on the trade of the allies. 

One good service done by the report is 
the clearing up of the confusion resulting 
from the apparently illogical impression that 
we want to have foreign debts repaid, but 
that repayment of debts or the payment of 
reparations is burdensome to the receivers. 
The confusion results from thinking, in the 
first case, of the nation as a whole receiving 
debt payments, and in the second case, of 
the nation as separate individuals or indus- 
tries, some of which are likely to suffer from 
the imports made necessary by reparations. 

A survey of Germany’s exporting capacity 
before the war, and her probable capacity 
in the future is not conducive to optimism 
as to her ability to pay the 2,500,000,000 
gold marks, but considering the normal 
growth of world trade, the committee con- 
cludes that “there is reasonable hope that 
the Dawes annuities can take a form capable 
to the full extent of appropriation by the 
allies beyond her borders, and that Ger- 
many, at any rate, will find no insuperable 
difficulty in meeting the obligations of the 
plan.” 

The real difficulty, then, is to get the 
goods to the allies without disorganizing 
exchange, or spoiling the market for home 
goods. This can be done by: 














How Does Your Bank 
Compare with the Average! 


In analyzing the statement of your 
bank it is important to know how your 
ratios compare with the average ratios 
of other banks. If your investments, 
for example, are 20 per cent. of your 
loans and discounts it is important to 
know whether this ratio is above or 
below the average ratio of other banks. 
It is only by checking your statement 
with the average statements of other 
banks that you can determine exactly 
how your bank stands. 

What are the strong and weak points 
to look for in analyzing the financial 


statement of a banking institution? 
What methods should be used in deter- 
mining the strength or weakness of any 
bank’sstatement? Much has been written 
on the analysis of statements of com- 
mercial companies but little information 
is available on bank statements. 

In order to analyze the condition of 
any bank thoroughly it is necessary to 
know certain facts regarding the bank’s 
management and policies. Do you know 
how to determine these facts? You will 
find a fund of information on these 
subjects in 


How to Analyze a Bank’s Statement 


This valuable pamphlet was prepared by 
the Credit Editor of Tue Banxers Maca- 
ZINE in response to a wide-spread demand 
for accurate information on this subject. 


The author begins by giving a typical 
bank statement and reviewing it item by 
item explaining in detail what is meant by 
each. The items considered are those which 
usually appear on any bank’s statement such 
as loans and discounts, overdrafts, United 
States securities, other bonds and securities, 
stock of Federal Reserve Bank, due from 
banks and bankers, etc. 





Do You Know What 
These Ratios Should Be ? 


1. Quick Assets to Demand Deposits 
2. Cash to Deposits 
3. Loans and Discounts to Deposits: 
4. Capital and Surplus to Deposits 
5. Capital and Surplus to Fixed Assets 
6. Investments to Capital and Surplus 
7. Investments to Loans and Discounts 
8. Capital to Surplus 
9. Bills Payable to Rediscounts 

10. Losses : Dividends to Earnings 








After explaining in detail all of these 
items, the author proceeds to his analysis 
and shows how to pick out quickly and ac- 
curately the strong. and weak points of the 
statement. He gives a list of ratios found in 
every bank statement and by means of a 
carefully worked out table shows what these 
should be for various classes of banks such 
as country banks, city banks, trust compan- 
ies, state banks, etc. This table is not based 
on theory but on actual statistics obtained 
through the analysis of many different state- 
ments. 


Every bank should have copies of this 
pamphlet for the use of officers and direc- 
tors. If you will fill out the coupon below 
and mail to us with a dollar bill we will send 
you five copies by return mail as long as our 
supply lasts. 





Bankers Publishing Company, 
71 Murray St., New York. 


Enclosed find $1 for which please 
send me 5 copies of “How to Analyze 
a Bank’s Statement.” 


Name 
Bank 
Address 
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A New Book for 
Trust Departments 
in Banks and Trust 
Companies . 








This book discusses the functions of the 
trust department, the organization of such a 
department, its management and operation. 
It describes clearly and thoroughly how trust 
department work is handled in actual practice, 
every detail being covered from the personnel 
and organization to the safeguarding of securi- 
ties and handling of charges and fees. 


In a new book just published you can 
obtain all the above information 


Trust 
Departments 


in Banks and Trust Companies 


By Cray Herrick 


Vice-President the Guardian Trust Company, 
Cleveland, Ohio 


435 pages, 5 « 8, $4.00 net 


The book is the first complete specialized 
treatment of the trust department. It is an 
up-to-the-minute guide to the best and accept- 
ed trust department practice and procedure. 

Chapters on Trust Accounting and Audit 
and Control give specific information about 
this work. Separate chapters describe sys- 
tems in actual use for the safeguarding of 
securities and the handling of investments. 
Many valuable schedules, tables and lists are 
included throughout the book and also in the 
appendices. 





Some other good books of interest 
to Bankers : 


. Kniffin: Commercial Banking. 2 volumes $7.00 
. Kniffin: American Banking Practice 3.50 
Kniffin : The Business Man and His Bank 3.00 
Wright : Bank Credit and Agriculture 3.00 
Wright : Farm Mortgage Financing 3.00 
. Edwards: Foreign Commercial Credits 2.70 
. Goldenweiser: The Federal Reserve Sys- 

tem in Operation 3.00 
8. Kent: Mathematical Principles of Finance 3.00 
9. Jamieson: Practical Banking 2.00 
10. Munn: Bank Credit Principles and Oper- 
ating Procedure 3.00 


You may order any of these informative books 
fi 


The Bankers Magazine 


71 Murray Street, New York City 


en 








THE BANKERS MAGAZINE 


1. Redivision of the existing total of world 
trade. 

2. Creation of entirely new demand. 

3. Purchase of the goods by the allied 
governments, and their subsequent sale 
throughout the world at whatever price can 
be obtained. 

The second plan is the only one that is 
acceptable, and the report then goes on to 
consider its difficulties and to suggest the 
machinery for carrying it out. 

It may well be doubted whether the rec- 
ommendation made in the report for this 
extensive machinery for carrying out the 
“assisted schemes” will be adopted. There 
is, as yet, no evidence on the part of any 
of the countries that it will be. And yet, 
if the conclusions of the report be correct, 
conditions will eventually become so acute 
that it will be forced upon the nations. It 
would be a welcome novelty, if the govern- 
ments would anticipate such a situation for 
once. 

By reason of the fact that so much is 
compressed into a report very limited as to 
space, it makes difficult reading. But the 
analysis of the problem and solution are 
logical, and no difficulties are overlooked. 
It is feared that the report will be read 
chiefly by economists, which must be a 
matter of regret. For, after all, the prob- 
lem, according to the report, will be more 
or less a German-American one, and it, 
therefore, behooves Americans to fully un- 
derstand the factors involved and the prob- 
able economic results. 


oo 


Forry Years or Ir. By Brand Whitlock. 
N. Y.: D. Appleton & Co. $2.50. 


Tus is a story of Mr. Whitlock’s earlier 
life and his first adventure into politics, and 
the conflicts fought with various public- 
utility corporations while he was Mayor of 
Toledo. From the knowledge of the 
author’s character which this book reveals, 
one comes to understand the stuff of which 
he is made and that enabled him to stick to 
his post as Minister to Belgium during the 
terrible days of the war. 

Mr. Whitlock had a practical conception 
of a better city, and he never wavered in 
his efforts to realize this conception. He 
tells a most interesting story of his experi- 
ences, and one need not wholly agree with 
his program to recognize that here is a man 
making a valiant fight for the things in 
which he believes. The record is of value 
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Encyclopedia of 


Banking and Finance 


Compiled by GLENN G. MUNN 


Contains 600 pages and over 
3000 terms relating to money, 
credit, banking practice, his- 
tory, law, accounting and 
organization, foreign ex- 
change, trusts, investments, 
speculation, markets and 
brokerage. 


600 pages—Price delivered $10 


Examine this New Book at Your Own Desk 


coupon below you may exam- 

ine this important new book at 
your own desk without cost or obliga- 
tion and decide for yourself whether 
you wish to keep it for your financial 
library. 


You will find in this book under 


B: simply signing and mailing the 


one cover a description of every 


term, expression or phrase used in 
banking and finance. This means 
not just a dictionary definition of 
various terms but a complete treatise 
on the subject and a list of references 
to additional books for those who 
wish to investigate any particular 
subject in greater detail. 


One of the most valuable features 


of the book is the inclusion of the 
complete text of all important legis- 
lation involving business or finance 
such as the Federal Reserve Act, the 
Federal Farm Loan Act, the Nego- 
tiable Instruments Law, the National 
Bankruptcy Act, the Bill of Lading 
Act, the Cotton Futures Act, etc. 


By keeping a copy of this book on 
your desk you may have available 
at any time information on any sub- 
ject that is liable to come up in 
connection with your daily work. 


But don’t take our word for this. 
See and examine the book for your- 
self. Mail the coupon today before 
the first edition is sold out. 





Approval Order 


THE BANKERS PUBLISHING COMPANY, 


71 Murray Street, New York City. 





You may send me on approval one copy of your new ENCYCLOPEDIA OF 


BANKING AND FINANCE. 


I will remit $10 or return the book to you within five days after I receive it. 


Name 





Bank 





Address 
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to the student of municipal government, 
and so engagingly presented as to be of 
great interest to the general reader. 


a 


Tue Unrrep States SENATE AND THE INTER- 
NATIONAL Court. By Frances Kellor and 
Antonia Hatvany. N. Y.: Thomas 
Seltzer. $2. 


Arter thoroughly examining the design and 
organization of the International Court of 
Justice, the following conclusion is reached 
in this volume: 

“That the Republican Administration will 
be fulfilling its pledges to the people of the 
United States if it adheres solely to the 
judicial functions of the court and does not 
participate in the administrative functions 
of the League; and if the United States 
does accept administrative duties under the 
League it will be assuming obligations under 
the Covenant.” 

The grounds upon which this view rests 
are set forth in complete detail, the study 
constituting a valuable addition to the lit- 
erature relating to the League of Nations. 


co 


Notes 


Dr. J. T. Holdsworth, and Hon. John S. 
Fisher, former Commissioner of Banking of 
Pennsylvania, are compiling a “History of 
Banking in Pennsylvania,” which is expected 
to be ready for publication shortly. 


B. M. Anderson, Jr., Ph. D., economist of 
the Chase National Bank, New York, has 
written a pamphlet on “The Income of the 
American People and the Ratio of Foreign 
to Domestic Trade 1890-1924,” which may be 
had from the bank on application. 


Rudolf A. Clemen, economist of the 
Illinois Merchants Trust Company, Chicago, 
Ill., has written a pamphlet on “Re-estab- 
lishing the Gold Standard in Europe,” which 
may be had from the bank, on application. 
types of bank buildings which they have 
designed and constructed. 


Holmes & Winslow, bank architects, New 
York, have published a handsomely illus- 
trated catalogue of bank architecture, giving 
exterior and interior views of a number of 
types of bank buildings which they have 
designed and constructed. 


Other New Books 


Tue Lanovuace or Apvertisinc. By John 
B. Opdycke. N. Y.: Isaac Pitman. $3.50, 

Farm Economics. By Frank W. Howe, 
N. Y.: Amer. Book Co. $1.20. 

Porto Rico, History anp Conpirioxs, 
Sociar, Economic, anp Pourricar. By 
Mixer Knowlton. N. Y.: Macmillan. $4.. 

Frencu Iron anv Street Inpustry. By C. 
L. Jones and others. Wash. D. C.: Govt. 
Printing Office. 10 cents. 

Markets oF NortHERN Cuite. By Rollo S. 
Smith. Wash. D. C.: Govt. Printing Of- 
fice. 

Tue Inpusrriar Executive. By B. A. 
Franklin. N. Y.: Ronald Press. $1.25. 

FUNDAMENTAL THovuGHtTs iN Economics. By 
Gustav Cassel. N. Y.: Harcourt, Brace. 
$1.50. 

Guminc THE Bonn Buyer. N. Y.: New 
York Evening Post. 

Do.tiars Onty. By Edward W. Bok. N. Y.: 
Scribner. $1.75. 

Tue INvVEsTIGATION oF Business Propiems: 
TECHNIQUE AND Procepure. Chicago: A. 
W. Shaw. $5. 

InvEstMENT. By Hastings Lyon. Boston: 
Houghton, Mifflin Co. $3.50. 

Tue Conresstons or A Capirarist. By Sir 
Ernst J. P. Benn. N. Y.: Scribner. $5. 
Wuat THe Coat Commission Founp. By E. 
E. Hunt. Baltimore: Williams & Wilkins. 

Price $5. 

Tue Economic Doctrines oF Kart Marx. 
By Karl Johann Kautsky. N. Y.: Mac- 
millan. Price $2. 











Are you interested in 


banking books? 


If so send us your name 
and address and we will 
send you announcements of 
new books as usual. 


The Bankers Publishing Co. 
71 Murray St., New York 
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; Income Tax Relief—A Valid Criticism of the McFadden Bill—Commis- 
New sion on Loans for Out-of-Town Banks—Signs of National Hysteria. 
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Have You a Picture of Your Bank? en By S. F. Clabaugh 


Telling how graphic methods may be used to picture the development 
of a bank both within its own organization and in comparison with other 
banks in the same town or territory. 


The Evils of Prosperity sesssssteeneeedby Richard W. Saunders 
Can Banking Be Made Safer ?.oo00.00000000000.0..0..cocoeeeccseeeeee-neeee- BY Aaron L. Willouer 
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By E. 
Ikins. 


Another attempt to analyze the causes of bank failures. Among the 
preventive methods suggested by the writer are: revision of banking 
codes, better trained bank men, stricter supervision, and clearing house 


examinations. 
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Mac- The Psychology of Embezzlement.......... soseeddsy William Ashdown 


Showing how the attitude of the public toward bank defrauders has 
changed, and the effect of this changed attitude upon the criminally 
inclined. 
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What’s Wrong with Our Banks as Employment Centers?..0 
ails ce emctipschaetadseapvccatdepale ned alle beic acaleksidaea By Allan F. Wright 
The author, who has been a bank clerk, maintains that a “job in a bank” 


is no longer the ambition of young men starting work. This, he says, is 
due to the attitude of bankers toward the clerical force, and a change 
in this attitude is vital if bank work is to regain its preferred position. 


Monopolies and Consolidations................... LT =—6}ll ee 
Western Regional Savings Conference... 


Including summaries of the addresses on how to save the depositors’ 
money from speculators; on savings banking as a profession; and a 
frank azd honest view of the present business situation. 
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Service 


HE service rendered by a financial institu- 
tion is the chief factor in retaining customers. 


In both our Banking and Trust Departments we 
are still serving many of the grandchildren and 


great-grandchildren of those who originally 
opened deposit or fiduciary accounts with us. 


Experience—Fidelity—Permanence 














Bank of New York & Trust Co. 


Capital, Surplus and Undivided Profits 
over $16,000,000 
Main Office - Foreign Department 
52 Wall Street 48 Wall Street 
Madison Avenue Office 
at 63rd Street 
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3 OVER A HUNDRED YEARS OF COMMERCIAL BANKING 3 
Nanos a Nou 
Trust conan! Trust conan! 


An Added Responsibility 


When the individual customer brings his business 
to us, he tells us personally just what he wants, 
and is at hand to obtain it directly. 


But with our correspondent banks, our business 
is transacted at a distance. We feel, therefore, an 
added responsibility to see that every considera- 
tion and attention is given to their business. 


CHATHAM PHENIX 


| NATIONAL BANK AND TrRuSsT COMPANY 




















149 BROADWAY, corner LIBERTY STREET | 


CHENIY! New York City our 





RESOURCES OVER A QUARTER BILLION DOLLARS 











